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y | Estate of Homer Laughlin, vs. 
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ESTATE OF HOMER LAUGHLIN, Deceased, 
BEACH D. LYON, Administrator with Will 
Annexed, 

Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


DOCKET ENTRIES 
1944. 
Aug. 25—Petition received and filed. Taxpayer 
notified. Hee paid. 
26—Copy of petition served on General Coun- 
sel. 
25—Request for Circuit hearmg in Los An- 
geles filed by taxpayer. 8/28/44 Granted. 
Sept.23—Answer filed by General Counsel. 
29—Copy of answer served on taxpayer, Los 
Angeles, Calif. calendar. 
1946 
Apr. 16—Hearing set June 10, 1946, Los Angeles. 
June 10—Hearing had before Judge Black on 
merits. Stipulation of facts and ex- 
hibits attached thereto filed at hearing. 
Petitioner’s brief due 7/25/46; re- 
spondent’s brief due 8/25/46; petition- 
er’s reply due 9/15/46. 
July 5—Brief filed by taxpayer. 17/8/46 copy 
served. 
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1946 
July 8—Transeript of hearing 6/10/46 filed. 
Aug. 26—Reply brief filed by General Counsel. 
Served 8/27/46. 
Sept.13—Reply brief filed by taxpayer. 9/16/46 
copy served. 
1947 
Jan. 16—Opinion rendered, Judge Black. Deci- 
sion will be entered under Rule 50. 
Copy served. 
Feb. 17—Respondent’s computation for entry of 
decision filed. 
18—Hearing set March 26, 1947 on Rule 50, 
Washington, D. ©. 
Mar. 26—Hearing had before Judge Turner on set- 
tlement. Ordered referred to . Judge 
Black. 
26—Decision entered, Judge Black, Div. 15. 
June 20—Petition for review by U.S. Cireuit Court 
of Appeals for the Ninth ‘Circuit with 
assignments of error filed by taxpayer. 
20—Proof of service of petition TL review 
filed by taxpayer. 
20—Statement of points on which petitioner 
on review intends to rely with pr sii o 
service filed by taxpayer. _ 
20—Designation of contents of record “with 
proof of service thereon filed by tax- 
payer. [1*] 1 | 


* Page numbering appearing at top of page of original certified 
Transcript. 


i Estate of Homer Laughlin, vs. 
The Tax Court of the United States 
Docket No. 5891 


ESTATE OF HOMER LAUGHLIN, Deceased, 
BEACH D. LYON, Administrator with the 
Will Annexed, 

Petitioner, 
VS. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


PETITION 

The above named petitioner hereby petitions for 
a redetermination of the deficiency determined by 
the Commissioner of Internal Revenue and set 
forth in his notice of deficiency (LA:IT:90D;PB) 
dated June 6, 1944, and as a basis on this proceed- 
ing alleges: 

1. Petitioner is a probate estate in process of 
administration under the jurisdiction of the Super- 
ior Court of the State of California, in and for the 
County of Los Angeles, Probate Cause No. 132875 
therein. The return of said estate for the taxable 
period here involved was filed with the Collector 
for the Sixth District of California on or before 
March 15, 1943. 

2. The notice of deficiency, copy of which, [2] 
with accompanying statement, is attached hereto 
as Exhibit A, was mailed to the petitioner on June 
6, 1944. 
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3. he taxes in controversy are income taxes for 


the calendar year 1942 in the sum of &7,977.09. 

4. In the determination of the deficiency, re- 
spondent committed the following errors: 

a. Respondent erred in determining and holding 
that the taxpaver was not entitled to a deduction of 
the sum of $1,200 paid to Ella West during the 
ealendar year 1942. 

b. Respondent erred in determining and_ hold- 
ing that the taxpayer was not entitled to a deduec- 
tion of $9,600 paid to Ada Edwards Laughlin 
during the calendar vear 1942. 

5. The facts upon which petitioner relies as the 
basis for this proceeding in so far as the sum of 
$1,200 paid to Ella West 1s concerned are as follows: 

a Homer Laughlin, Sr., father of Homer 
Laughlin, Jr., died on or about January 10, 1913, 
leaving a [3] last will and testament dated August 
30, 1909, duly admitted to probate on January 29, 
1913, in the Superior Court of the State of Cali- 
fornia in and for the County of Los Angeles, No. 
22,692, which will contained among other provisions 
the following: 

“Second: I give, devise and bequeath unto 
my nieces, Ella West and Nancy McIntosh, 
each the sum of One hundred dollars ($100) 
per month, payable quarterly to each of them 
during their natural life.”’ 


b. On August 1, 1921, Homer Laughlin, Jr., and 
Ella West entered into a written agreement, a 
copy of which is hereto annexed as Exhibit b and 
made part hereof. | 
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ce. The condition mentioned in the second para- 
graph of the August 1, 1921 agreement (Exhibit B) 
was duly complied with. About the ...... day of 
September, Ella West duly executed and delivered 
to Homer Laughlin, Jy. the release, copy of which 
appears in Exhibit B following the agreement 
therein set forth. 

d. The Laughlin Building, mentioned in Exhibit 
B, is a building situated at No. 315 South Broad- 
way, Los Angeles. At all times subsequent to about 
August 1, 1921, it was the property of Homer 
Laughlin, Jr. The latter died on or about Decem- 
ber 27, 19382. The Laughlin Building was and is 
a part of his estate, which has been in process of 
administration in the Superior Court of the State 
of California in and for the County of Los Angeles 
since about [4] February 4, 1933, on which date 
the will of Homer Laughlin, Jr. was duly admitted 
to probate and Beach D. Lyon was appointed, and 
at all times since has been and is now, the duly 
appointed, qualified and acting administrator with 
the will annexed of said estate. 

e. In May, 1983, a dispute having arisen between 
Ella West on the one hand and the Estate of 
Homer Laughlin, Jr., deceased, on the other, as to 
her rights under the contract and assignment of 
August 1, 1921, a suit for declaratory relief was 
brought by Ella West in the Superior Court of 
the State of California in and for the County of 
Los Angeles, Ella West vs. Beach D. Lyon, et al, 
No. 356,776, that court having jurisdiction of the 
parties and of the subject matter, to which suit all 
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persons having any interest in the subject matter 
were made parties. On the ...... day of Jume, 
1933, the Court, in the declaratory relief suit, made 
its judgment, which judgment, omitting formal 
parts, reads as follows: 


‘‘Now, Therefore, by Virtue of the Premises 
It Is Hereby Ordered, Adjudged, and Decreed 
tiat on the ist day of August, 1921, Homer 
Laughlin assigned to the plaintiff Ella West 
One Hundred ($100) Dollars of the monthly 
rental due or to become due from the lessee 
of the ground floor of the Laughlin Building, 
which sum was to be paid to the plaintiff Ella 
West each month during the remainder of her 
natural life; that from and after said Ist day 
of August, 1921, Homer Laughlin had no right, 
title or interest in and to said sum of One 
Hundred (#100) Dollars so assigned to this 
plaintiff; that the defendants Beach D. Lyon, 
and Beach D. Lyon as Administrator with the 
Will annexed of the estate of Homer Laughlin, 
have no right, title or interest in and to the 
said sum of One Hundred ($100) Dollars of 
the monthly rental due or to become due from 
the lessee of the ground floor of the Laughlin 
Building, which sum of One Hundred ($100) 
Dollars was to be paid to the plaintiff, Ella 
West, each month during the remainder of her 
natural hfe, and which sum was assigned by 
Homer Laughlin to plaintiff.’’ 
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This judgment has never been appealed from, 
reversed or modified. It remains at this present 
date in full force and effect. 

f. By reason of the judgment, based on the 
August 1, 1921 assignment, and determining the 
rights of Ella West in respect of the matters men- 
tioned in the judgment, EHlla West was given and 
at all times since that date, and during the year 
1942, owned and held a property interest in the 
Laughlin Building to the extent of $100 per month 
of the monthly rental arising from the ground floor 
thereof; that by reason of such facts the $100 per 
month payments to Ella West were and are ex- 
eludible or deductible from the gross income of 
the taxpayer arising from the ground floor of the 
Laughlin Building for the year 1942; that the 
eross and net income derived from the source just 
mentioned exceeded during the vear 1942 the $1,200 
from the rentals thereof so paid to Ella West. 

6. The facts upon which petitioner relies as a 
basis for this proceeding, in so far as the sum of 
$9,600 paid to Ada Edwards Laughlin is concerned 
are as follows: 

a. On or about April 1, 1924, Homer Laughlin 
and his then wife, Ada Edwards Laughlin, entered 
into a property settlement agreement, which agree- 
ment was approved and confirmed in an interlocu- 
tory decree of divorce between those parties dated 
September 24, 1924, in Cause No. D28768 in the 
Superior Court of the State of California in and 
for the County of Los Angeles, and in a final decree 
duly made September 29, 1925, pursuant thereto. 
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The property settlement agreement of April 1, 
1924, contained among other provisions the fol- 
lowing: 

‘1. The party of the first part covenants 
and agrees to pay to the party of the second 
part for her support and maintenance the sum 
of Eight Hundred Dollars ($800) per month 
during the term of her natural life; provided, 
however, that if the parties hereto should be 
divorced at any time in the future, and in such 
event the party of the second part should 
remarry, said monthly payments shall be re- 
duced to the sum of Three Hundred Dollars 
($300) per month. The said payments shall 
be made in cash, lawful money of the United 
States, beginning on the first day of May, 1924, 
and shall be made each month thereafter at the 
city of Los Angeles, California, on or before 
the 15th day of each succeeding menth.”’ 


The parties of the first and second part referred 
to in the foregoing excerpt are respectively Homer 
Laughlin and Ada Edwards Laughlin. The latter 
is still living and has never remarried. Later pro- 
visions of the Agreement (paragraphs 9 and 10) 
provide for hypothecating the Laughlin Building 
to secure to Ada Edwards Laughlin the faithful 
performance of the contract by Homer Laughlin, 
Jr. Paragraph 10 provides in part: ‘‘The pay- 
ments herein provided to be made by the party of 
the first part to the party of the second part shall 
survive [7] the death of the party of the first part 
and shall be binding upon his estate.’’ A copy of 
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the decrees of divorce (interlocutory and final) in 
Cause No. D28768 in so far as they pertain to the 
matters and things hereinabove mentioned, 1s at- 
tached hereto as Exhibit C and made part hereof. 


b. As to the $9,600 paid to Ada Edwards Laugh- 
lin during the year 1942 by petitioner, the estate 
of her deceased former husband, Homer Laughlin, 
pursuant to the property settlement agreement and 
the deeree of divorce above referred to, petitioner 
contends that this sum is deductible by the Estate 
of Homer Laughlin, deceased, pursuant to the pro- 
visions of Sections 22(k), 23(u), 161, 162, 163 and 
171 of the Internal Revenue Code. 


Wherefore, petitioner prays that The Tax Court 
of the United States hear this proceeding and de- 
termine that there is no deficiency in income taxes 
for the taxable year 1942, and grant such other and 
further relief as may be equitable in the premises. 


/s/ JOSEPH D. BRADY, 
/s/ WALTER L. NOSSAMAN, 
/s/ JOHN O. PALSTINE, 
/3/ STANLEY C. ANDERSON, 
433 South Spring Street, 
Los Angeles 13, California, 
Counsel for Petitioner. 


Com. of Internal Revenue abt 


State of California, 
County of Los Angeles—ss. 


Beach D. Lyon, being first duly sworn, says that 
he is Administrator with the Will Annexed of the 
Estate of Homer Laughlin, and that affiant is duly 
authorized to verify the foregoing petition; that as 
such Administrator he has authority to act for the 
estate which is the petitioner herein; that he has 
read the foregoing petition, is familiar with the 
statements contained therein, and that the facts 
stated are true of his own knowledge, except as to 
the matters which are therein stated on his infor- 
mation or belief, and as to those matters that he 
believes it to be true. | 

/s/ MoGACH De LYON. 

Subscribed and sworn to before me this 17th day 

of August, 1944. 


[Seal] JULIA M. FITZSIMMONS, 
Notary Public in and for the County of Los 
Angeles, State of California. 


My Commission Expires February 17, 1948. 
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Treasury Department, Internal Revenue Service, 
417 South Hill Street, Los Angeles, 18, Cali- 
fornia 

Office of Internal Revenue Agent in Charge Los 

Angeles Division. LA:IT:90D:PB 
Jun 6 1944 

Estate of Homer Laughlin, Deceased 

Mr. Beach D. Lyon, Administrator 

315 South Broadway 

Los Angeles, 13, California 


Dear Mr. Lyon: 


You are advised that the determination of your 
income tax liability for the taxable years ended 
December 31, 1941 and 1942, discloses a deficiency 
of $8,647.89 for the taxable year ended December 
31, 1942, and an overassessment of $2,280.00 for the 
taxable year ended December 31, 1941, as shown in 
the statement attached. 

In accordance with the provisions of existing in- 
ternal revenue laws, notice 1s hereby given of the 
deficiency or deficiencies mentioned. 

Within 90 days (not counting Sunday or a legal 
holiday in the District of Columbia as the 90th day) 
from the date of the mailing of this letter, you may 
file a petition with The Tax Court of the United 
States, at its principal address, Washington, D. C., 
for a redetermination of the deficiency or defi- 
clencies. 

Should you not desire to file a petition, you are 
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requested to execute the enclosed form and forward 
it to the Internal Revenue Agent in Charge, Los 
Angeles, California, for the attention of LA; Conf. 
The signing and filing of this form will expedite 
the closing of your return(s) by permitting an early 
assessment of the deficiency or deficiencies, and will 
prevent the accumulation of interest, since the in- 
terest period terminates 30 days after filing the 
form, or on the date assessment is made, whichever 
is earlier. 
Very truly yours, 
JOSEPH D. NUNAN, Jr. 
Commissioner, 


By /s/ GEORGE D. MARTIN 
Internal Revenue in Charge 
Pe -vime 
Enclosures: 
Statement 
Horm of waiver 


Form 843 [10] 


Statement 
LA:IT :90D:PB 


Kstate of Homer Laughlin, Deceased 
Mr. Beach D. Lyon, Administrator 
315 South Broadway 

Los Angeles, 13, California 


Tax Liability for the Taxable Years Ended 
December 31, 1941 and 1942 
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INCOME TAX 


Year Liability Assessed Overassessmenti Deficiency 
1941 ......... $15,410.46 $17,690.46 $2,280.00 
WO) coos ee. 38,467.38 29,819.49 $8,647.89 


Total ... $53,877.84 $47,509.95 $2280.00 $8,647.89 


In making this determination of your income 
tax lability careful consideration has been given 
to the report of examination dated October 30, 1943, 
to your protest dated February 5, 1944, and to the 
statements made at the conference held on February 
21, 1944. 

The overassessment shown herein will be made 
the subject of a certificate of overassessment which 
will reach you in due course through the office of 
the collector of Internal Revenue for your district, 
and will be applied by that official in accordance 
with section 322 (a) of the Internal Revenue Code, 
provided that you fully protect yourself against 
the running of the statute of limitations with re- 
spect to the apparent overassessment referred to 
in this letter, by filing with the collector of internal 
revenue for your district, a claim for refund on 
form 843, a copy of which is enclosed, the basis of 
which may be as set forth herein. 


A copy of this letter and statement has been 
mailed to your representative, Mr. Walter L. Nos- 
saman, 433 South Spring Street, Los Angeles, 13, 
California, in accordance with the authority con- 
tained in the power of attorney executed by you. 
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ADJUSTMENTS TO NET INCOME 
Taxable Year Ended December 31, 1941 


Net income as disclosed bv return............000.000000. &44 487.64 
Additional deduction: Legal expense..........02222.e 2... 4,000.00 
UCT ONGOITIOMAC ISHC( .___-_.---.------eeeeene-neeeeeee cece nents $40,487.64 


Explanation of Adjustment 


Legal expense accrued in this year, but paid and 
claimed as a deduction in the succeeding year, is 
allowed for this vear since your retuim was ren- 
dered on the accrual basis. 


COMPUTATION OF TAK 
Taxable Year Ended December 31, 1941 


OC CON eC.) (aa $40,487.64 
MGM FCT sOHal CXCMIPUION —................cccccennseseeccesseeenens 750.00 
Ipalamce(suriax net ineome)..............0..c000......-... $39,737.64 
mo imcome subject to nofmal ta...................ccceccsss. $39,737.64 
Normal tax at 4% on $39,737.64............ & 1,589.51 

Surtax on moweto 1 e........... iS 32095 

Ove SVC OUME: WAR 28 coco oe -e eee ceeeneeeneeeneeeeeeoecceseccueneesese $15,410.46 
Womrect imeome tak liability .....................-....cse-0- $15,410.46 
Income tax assessed: 


ieime), account No, 185776 .......0ew---........... 17,690.46 


Wemetemey Of INCOME FAX .....-......--------------coseee-coeeees-o- $ 2,280.00 
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ADJUSTMENTS TO NET INCOME 
Taxable Year Ended December 31, 1942 


Ner incomesassaicclosed by Yeturn............2 2228 eee $50,47mol 
Additional income and unallowable deductions : 

(a) Gross income from rents.............--- $1,200.00 

(b) Legal expense disallowed .............- 4,000.00 

(ec) Equipment eosts disallowancee...... 740.00 

(d) Payment to Ada Edwards 

Laughlin disallowed. ................-- 9,600.00 15,540.00 

YO ie. eee PONE es Ebi. $71,011.51 
Additional deductions: 

(Ce) ieee xmcnse ............--@biic.--ue $3,500.00 

(TIP MEGWION 8... cece eeccck eee 308.33 
INCU eMCOMIeMACANISTCU .cs.ccccs0c:0lel kas $67,203.18 


Explanation of Adjustments 


(a) There is restored to gross income, or dis- 
allowed as a deduction therefrom, under the appli- 
eable provisions of the Internal Revenue Code, the 
exclusion or deduction of $1,200.00 shown in Sched- 
ule C of your return as ‘‘Less assignment of rent 
to Ella West.”’ 

(b) Legal expense accrued in the preceding year, 
but paid and claimed as a deduction in this year, 
is disallowed for this year since your return was 
rendered on the accrual basis. This expense has 
been allowed as a deduction for the preceding year 
herein. 

(c) The cost of equipment claimed as a deduc- 
tion is disallowed; sections 24(a)(2) and (8) of 
the Internal Revenue Code. See also adjustment 
(f) below. 

(d) The deduction of $9,600.00 claimed for pay- 
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ment to Ada Edwards Laughlin on account of 
‘“property settlement agreement with [138] Homer 
Laughlin—s800.00 per month for life”’ is not allow- 
able under the Internal Revenue Code. 

(e) Legal expense accrued im this year, but 
paid and claimed as a deduction in the succeeding 
year, is allowed for this vear since your return 
was rendered on the accrual basis. 

(f) Depreciation for ten months is allowed at 
the rate of 50 per cent per annum on the cost of 
equipment disallowed under adjustment (¢) above. 


COAPPUTATION OF TAX 
Taxable Year Inded December 31, 1942 


Set TC es CSU) $67,203.18 
ee Meercoia) CMCMIOUON ....2....-----2:-.----..-ce--cce--oeeeeesce 500.00 
Se ieee( sila aet I@OMIe) 2... $66,703.18 
Net income subject to normal taX......--.....-2-----:----000+ £66,703.18 
ermal tax at 6% on $66,703.16............ $ 4,002.19 

Surtax on uC. (sy 34,465.19 

Ee Gc) ne $38,457.33 
erect iiecome tas WiabiliGy ...........-........cccc--occene----- $39,467.35 
Income tax assessed: Original account No. 37359...... 29,819.49 
TP ieyeme 01 WMGONIC Taw .........................-00000cdde eee eeee $ 8,647.89 

EXHIBIT B 


I, Ella West, in consideration of Five Hundred 
Dollars ($500.00) in hand paid to me, and in fm- 
ther consideration of an assignment of One Hundred 
Dollars ($100.00) per month of the rent to be paid 
by the lessee of the ground floor of the Laughlin 
Building, and in further consideration of the as- 
sumption of Homer Laughlin, Jr. to pay me the 
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said sum of One Hundred Dollars ($100.00) per 
month during the remainder of my natural life, do 
hereby release the said Homer Laughlin, Jr., as 
Trustee, Guendolen V. Laughlin, and all of the 
property comprising the estate of Homer Laughlin, 
deceased, late of Los Angeles, California, from the 
payment of the annuity provided for in the will 
and decree of distribution in the estate of said 
Homer Laughlin, hereby releasing absolutely any 
claim of every character either against said persons 
or the property of said estate, the said lessee having 
recognized the said assignment and having agreed 
to pay to me the said sum monthly of the rent due 
and payable to the said Laughlin for the said ground 
floor of said building. 

This agreement is to be placed in escrow and 
carried mto effect and the said sum in eash to be 
paid to me by the Title Insurance & Trust Com- 
pany in connection with the escrow under which 
said Laughlin is purchasing from the said Guen- 
dolen V. Laughlin all of her interest in said 
Laughlin Building and making a loan in order to 
complete [15] said purchase, and is contingent upon 
the consummation of the said deal through the 
Title Insurance & Trust Company. 


(Notarial acknowledgment dated August 1, 1921.) 
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I, Ella West, for value received from Homer 
Laughlin, Jr., do hereby release the said Homer 
Laughlin Jr., as Trustee, Guendolen V. Laughlin, 
and all of the property comprising the estate of 
Homer Laughlin, deceased, late of Los Angeles, 
California, from the payment of the annuity pro- 
vided for in the will and decree of distribution in 
the estate of said Homer Laughlin, hereby releasing 
absolutely any claim of every character either 
against said persons or the property of said estate. 


In Witness Whereof I have hereunto set my hand 
me... day of September, 1921. 


ELLA L. WEST. [16] 


EXHIBIT C 


Laughlin vs. Laughlin 
D 28,768 


Filed 1924 April 15, 1924 
Order of default May 9, 1924 


Interlocutory—September 24, 1924. 


* * oe 


That on the first of April 1924, plaintiff 
and defendant entered into a property settlement 
agreement, by the terms of which all property 
rights, and maintenance of the plaintiff were de- 
termined and agreed upon, 

Wherefore, it is hereby Ordered, Adjudged and 
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Decreed that the plaintiff is entitled to a divorce 
from the defendant; that when one year shall have 
expired, after the entry of this interlocutory judg- 
ment, a final judgment and decree shall be entered, 
granting a divorce herein, wherein and whereby 
the bonds of matrimony heretofore existing between 
said plaintiff and said defendant shall be dissolved; 


And it is further ordered, adjudged and decreed 
that the said property settlement agreement be, 
and the same hereby is, ratified, approved and con- 
firmed, and is hereby made a part of this decree 
bv reference, and that the same shall be made a 
part of and incorporated in the final decree in this 
matter. [17] 


Final Judgment of Divorce 


It is further ordered, adjudged and decreed that 
that certain property settlement agreement, referred 
to in the interlocutory decree in this action and by 
reference made a part thereof, is hereby ratified, 
approved and confirmed, and the property of the 
parties hereto is hereby assigned in accordance 
with the terms of said agreement and the other 
rights and obligations of the parties hereto are 
assigned, determined and adjudged in accordance 
with the terms of said agreement, which agreement 
is hereby made a part of this judgment and is in 
words and figures as follows, to wit: 


oi * * 


[Endorsed]: Received and filed Aug. 25, 1944. 
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ANSWER 


The Commissioner of Internal Revenue, by his 
attorney, J. P. Wenchel, Chief Counsel, Bureau of 
Internal Revenue, for answer to the petition of 
the above-named taxpayer, admits and denies as 
follows: 


1 and 2. Admits the allegations contained in 
paragraphs 1 and 2 of the petition. 


5. Admits that the taxes in controversy are 
income taxes for the calendar year 1942; denies the 
remaining allegations contained in paragraph 3 of 
the petition. 


4. Denies the allegations of error contained in 
subparagraphs (a) and (b) of paragraph 4 of the 
petition. 


5. Denies the statements in subparagraphs (a) 
to (f), inclusive, of paragraph 5 of the petition 
for the reason that respondent lacks sufficient in- 
formation from which to form a belief as to the 
truth or correctness thereof. 


6. Denies the statements in subparagraphs (a) 
and (b) of paragraph 6 of the petition for the 
reason that respondent lacks sufficient information 
from which to form a belief as to the truth or cor- 
rectness thereof. 


7. Denies each and every allegation contained in 
the petition not hereinbefore specifically admitted 
or denied. 
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Wherefore, it is prayed that the determination 
of the Commissioner be approved. 


/s/ 3. P. WENCHEL ECC 
Chief Counsel, 
Bureau of Internal Revenue. 


Of Counsel: 


B. H. NEBLETT, 
Division Counsel. 


EARL C. CROUTER, 
B. M. COON, 


Special Attorneys, 
Bureau of Internal Revenue. 


BMC/ve 9/18/44. 
[Endorsed]: Received and filed Sep. 23, 1944. 
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Before the Tax Court of the United States 
Docket No. 5891 
In the Matter of: 


ESTATE OF HOMER LAUGHLIN, Deceased, 
BEACH D. LYON, Administrator With the 
Will Annexed, 


Petitioner, 
VS. 
COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


Room 229, Post Office and Federal Bldg., Spring, 
Temple and Main Streets, Los Angeles, Cali- 
fornia, Monday, June 10, 1946—11:15 a. m. 


(Met pursuant to notice. ) 


Before: Honorable Eugene Black, 
Judge. 


Appearances : 


Walter L. Nossaman, Esq., 631 Title Insurance 
Bldg., Los Angeles, California, appearing on behalf 
of Estate of Homer Laughlin, Deceased, Beach D. 
Lyon, Administrator with the Will annexed, Peti- 
tioner. 

K. A. Tonjes, Esq., (Honorable J. P. Wenchel, 
Chief Counsel, Bureau of Internal Revenue), ap- 


paring on behalf of the Commissioner of Internal 
Revenue, Respondent. 
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PROCEEDINGS 


The Clerk: 5891, Estate of Homer Laughlin. 

Mr. Nossaman: Walter L. Nossaman for the 
petitioner. 

Mr. Tonjes: HE. A. Tonjes for the respondent. 

Mr. Nossaman: ‘The facts have been stipulated. 
We are ready to submit it upon the stipulation, if 
that is agreeable with the Court. 

The Court: Very well. We will receive your 
stipulation at this time and your submission of the 
case. 

Mr. Nossaman: What about briefs, your Honor? 

The Court: Do you wish to make a brief state- 
ment of the issues in this case before you file the 
stipulation ? 

Mr. Nossaman: I should be glad to if your 
Honor wishes to take the time. 

The Court: Yes. 

Mr. Nossaman: I question whether it is neces- 
sary but if the Court prefers 

The Court: I would like to have a brief state- 
ment. 


Opening Statement 
On Behalf of the Petitioner 


Mr. Nossaman: It involves two items of deduc- 
tion for the year 1942. The Petitioner is a Probate 
Kstate. It is the Estate of Homer Laughlin, de- 
ceased, which is in the course of the administration 
in the Superior Court for Los Angeles County. 

The controversy involves two items, both of them 
items of deduction or of exclusion. 
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The first item is $1200.00 in amount and consists 
of a so-called annuity paid by the Estate to one 
Ella West during the vear in question. The cireum- 
stances surrounding that IL will briefly state as 
follows: 

Homer Laughiin, whom [ will designate as Homer 
Laughlin, Jr., to differentiate him from his father 
Homer Laughlin, Sr., who died in 1913, was, with 
his sister Gwendolyn, heir and legatee of his father’s 
estate of a substantial amount. 

Under his father’s will, which was probated in 
1913, as I recall it, one Ella West, designated as a 
niece in the will, was given the sum of $100.00 per 
month during her life. Upon the death of Homer 
Laughlin, Sr. in 1913 his estate was probated and 
Homer Laughlin, Jr. was not only with lis sister 
the legatee and heir of the estate, but was with her 
the executor. It was impossible, of course, to close 
the estate until some disposition had been made 
of this Ella West claim. 

It was taken care of in the following manner: He 
entered into a contract with Ella West whereby he 
assigned to her $1200.00 per year, $100.00 per 
month, out of the rents to be received from the 
ground floor of the Laughlin Building, a building 
here in this «ity, which payments were to continue 
during the life of Ella West. 

He obligated himself to make those payments, but 
the crux of it is that he assigned to her that sum 
out of the rentals to be received from the ground 
floor of that building. The estate was distributed in 
due course to Homer Laughlin, Jr. and his sister. 
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At about the time this contract was made with 
Ella West, Homer Laughlin purchased from his sis- 
ter her interest in the Laughlin Building, so that 
from that time on he was the sole owner of the 
Laughlin Building. 

Homer Laughlin died in 1932 and in the course of 
administration of his estate, of which Mr. Beach 
D. Lyon was and is the administrator with will 
annexed, a controversy arose between Ella West 
and the Estate as to what her rights were under 
this contract of August 1, 1921. She brought a suit 
for declaratory relief, making the estate and cer- 
tain other parties, including the then lessee of the 
ground floor, parties defendant. The Court, in a 
judgment entered in 1933, decreed that she was 
entitled to $100.00 per month out of the rentals to 
be received from the ground floor of the Laughlin 
Building during her life time. That is the status 
of the matter at the present time. 

These sums were duly paid during the year 1942 
as they have been throughout the period of admin- 
istration of the estate. A deduction or an exclusion 
was claimed for these [26] payments upon the 
ground that Ella West had something in the nature 
of a rent charge or at any rate it is a property 
interest, property right in the ground floor of the 
Laughlin Building, represented by the amount of 
these agreed payments. And to that extent the pay- 
ments do not belong to the Estate. On that theory 
they would be an exclusion, rather than a deduction. 

We contend, however, if they are not an exclusion 
they are, under the circumstances, a proper deduc- 
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ion. Phe rents were collected by the Estate and it 
is Shown by the stipulation that the rentals during 
the vear 1944, from the ground floor of the Laughlin 
Building, the gross and net rentals were more than 
sufficient to pay this sum. That is the first item. 

The other item is the sum of $9600.00, which was 
paid to Ada Edwards Laughlin, a divorced wife of 
this decedent, Homer Laughlin, Jr., under the fol- 
lowing circumstances: 

On April 1, 1924, Homer Laughlin, Jr. entered 
into an agreement with his wife whereby he agreed 
to pay her the sum of $800.00 per month during 
her hfe, for her support and maintenance. It was 
to be reduced to $300.00 if she ever married, but that 
has not occurred. 

That agreement was approved and confirmed by 
the Superior Court for this County in a suit for 
divorce which was instituted at almost that same 
time by Mrs. Laughlin [27] against Homer 
Laughlin. 

Your Honor will reeall that im the year 1942 
Congress came to the relief of husbands who had 
been paying alimony and in Section 23-U of the 
Internal Revenue Code provided that sums paid 
under the circumstances of this case—I think I am 
perfectly justified in stating that—would he de- 
ductible by the hnsband and would be considered 
as income to the wife, upon which she would pay 
an income tax. | 

There could be no possible question of the dedue- 
tibility of excludability—it makes no difference 
which—of these items on behalf of Homer Laughlin 


28 Estate of Homer Laughlin, vs. 


if he were living. The sole question arises under 
a regulation which the Commissioner has seen fit to 
adopt and which we consider erroneous, to the effect 
the deduction or exclusion cannot be allowed to an 
estate; that is the question tvolved as to the 
$9600.00 item. 

The Court: Verv well. Do you have any state- 
ment to make, Mr. Tonjes? 

Mr. Tonjes: <A brief one, your Honor. 


Opening Statement 
On Behalf of the Respondent 
(By Mr. Tonjes) 


Mr. Tonjes: Your Honor, I will state generally 
the position of the Respondent is, with respect to 
both the $100.00 and the $9600.00 payments, that 
neither one of them constitute proper exclusions 
from income and neither one of [28] them con- 
stitute a deduction from income because they don’t 
constitute deductions because they are payments in 
satisfaction of an obligation of the Estate and there- 
fore are not deductible from the meome of the 
Estate. 

The parties have signed a_ stipulation, vour 
Honor, which sets forth all the facts upon which 
they both rely. I will file a copy of that with the 
Court and might I ask your Honor at this time 
that one of the exhibits, being a copy of the income 
tax return of the Trustee, that I have the privilege 
of withdrawing that and substituting a photostat 
copy for it? 

The Court: That permission will be granted. 
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And the stipulation of facts will be received as the 
evidence in the case. 

Do vou wish to submit briefs under the rules? 
The rules permit either party to file their briefs 
within 45 davs. 

Mar, Tonjes: I think, yout Honor, if it is ac 
ceptable to the Court, I would like the privilege of 
filing a reply brief. I think it might sharpen the 
issues a little bit if the petitioner files his opening 
Drief and JI reply to it. However, if the Court 
feels—— 

The Court: Usually where the facts are all stip- 
ulated we make the time for filing briefs, to file 
then simultaneously. If vou desire the other method 
the Court has no objection. 

Mr. Nossaman: It is immaterial to me, except I 
assume in that case 1 have the privilege of reply. 

ive Court: Yes, you will. 

Mr. Nossaman: Very well. That 1s satisfactory. 

The Court: The 45 days, I suppose, will be suf- 
ficient time for the petitioner to file his opening 
brief ? 

Mr. Nossaman: ‘That will be ample. 

The Court: Which will be July 25th, I believe. 
That will be 20 more days in June and 25 in July. 

The respondent may have until August 25th im 
which to file his brief, and then you may have until 
September 15th in which to file an answering brief 
to the respondent’s reply. 

Mr. Nossaman: ‘That will give us 20 days, your 
Honor? 

The Court: Yes. 
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Mr. Nossaman: That will be satisfactory. 

The Court: I had better give you 20. It is 
usually 15 in nearby points. 

Mr. Nossaman: The transmission takes so long. 

The Court: Yes. Very well. The time for filing 
briefs will be fixed as I have stated. 


(Whereupon, at 11:30 o’clock a.m., Monday, 
June 10, 1946, the hearing in the above-entitled 
matter was colsed.) 


[Endorsed]: Filed July 3, 1946. [30] 


[Title of Tax Court and Cause. ] 


STIPULATION OF FACTS 


It is hereby stipulated between the parties hereto, 
by their respective counsel, that the following facts 
shall be taken as true, without prejudice to the 
right of either party to introduce other evidence 
not inconsistent therewith: 


(1) Petitioner is a probate estate in process of 
administration under the jurisdiction of the Su- 
perior Court of the State of California in and for 
the County of Los Angeles, being Probate Cause 
No. 132875 therein. The return of said estate for 
the taxable period here involved was filed with the 
Collector for the Sixth District of California on or 
before March 15, 1943. 


(2) <A copy of the notice of deficiency which oc- 
easioned the present proceeding is attached to the 
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petition [81] herein as Exhibit A and is hereby 
made part of this stipulation as Exhibit A. 


(3) Homer Laughlin, Sr., father of Homer 
Laughlin, Jr., died on or about January 10, 1913, 
leaving a last will and testament dated August 30, 
1909, duly admitted to probate on January 29, 1913, 
in the Superior Court of the State of California in 
and for the County of Los Angeles, in Probate 
Cause No. 22,692, which will contained among other 
provisions the following: 


‘Second: I give, devise and bequeath unto 
my nieces, Ella West and Nancy McIntosh, each 
the sum of one hundred dollars ($100) per 
month, payable quarterly to each of them dur- 
ing their natural life.”’ 


After certain other legacies, bequests and de- 
vises, the will gave the residue of the estate equally 
to decedent’s son and daughter, Homer Laughlin, 
Jr. and Guendolyn Virginia Laughlin, further pro- 
viding that Homer Laughlin, Jr. should hold 
Guendolyn’s share in trust for her, distributing it 
to her, one-half at thirty years of age, one-half at 
forty, with remainders over if she died before dis- 
tribution of her share. The will appointed Homer, 
Jr. and Guendolyn as executor and executrix with- 
out bond. 


(4) On August 1, 1921, Homer Laughlin, Jr. and 
Ella West entered into a written agreement, a copy 
of which, omitting notarial acknowledgment, is 
attached to the petition herein as Exhibit B and is 
hereby made part of this stipulation [82] as Exhibit 


32 Estate of Homer Laughlin, vs. 


B. The transaction evidenced by Exhibit B was en- 
tered into by Homer Laughlin, Jr. for the purpose 
of obtaining, and he did thereby obtain, her consent 
to distribution of the estate, which was made there- 
after in due course, pursuant to court decree. 


(5) The condition mentioned in the second para- 
graph of the August 1, 1921, agreement (Exhibit B) 
was duly complied with. In September, 1921, Ella 
West duly executed and delivered to Homer Laugh- 
lin, Jr. the release of the estate and the residuarv 
legatees, copy of which release appears in Exhibit 
B, following the agreement therein set forth. 


(6) The Laughlin Building, mentioned in Ex- 
hibit B, is a building situated at No. 315 South 
Broadway, Los Angeles, California. From about 
August 1, 1921, it was at all times the property of 
Homer Laughlin, Jr. He acquired a one-half inter- 
est in said building as a devisee under his father’s 
will, and purchase the other half from his sister, 
Guendolyn, the funds for such purchase being ob- 
tained by the mortgage on said building to Metro- 
politan Life Insurance Company, which mortgage 
is referred to in Exhibit F. Homer Laughlin, Jr. 
died on or about December 27, 1932. The Laughlin 
Building was and is a part of his estate, the peti- 
tioner, which has been in process of administration 
in the Superior Court of the State of Califorina in 
and for the County of Los Angeles since about 
February 4, 1933, on which date the will of Homer 
Laughlin, Jr. was duly admitted to probate, and 
Beach D. [83] Lyon was appointed, and at all times 
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since has been and is now, the duly appointed, quali- 
fied and acting administrator with the will annexed 
of said estate. 


7) lt Mig, 1933, a dispute having afiset be- 
tween Ella West on the one hand and the Kstate of 
Homer Laughlin, Jr., deceased, on the other, as to 
her rights under the contract and assignment of 
Aveust, 1, 1921, a suit for declaratory relief was 
brought by Ella West in the Superior Court of the 
State of California in and for the County of 40s 
Angeles, Ella West vs. Beach D. Lyon, et al, No. 
396,776, that court having jurisdiction of the parties 
and of the subject matter, to which suit all persons 
having any interest in the subject matter were made 
parties. Copy of the complaint in said action 
(except that the verification, also the August 1, 1921 
agreement, Exhibit b hereto, is omitted as indi- 
eated in the attached copy) is hereto attached 
marked Exhibit C. Copy (omitting verification) of 
the defendant Administrator’s answer im said suit 
is hereto annexed, marked Exhibit D. On the 28th 
day of June, 1933, the Court in the declaratory re- 
Nef suit, made its judgment determining the issues 
between plaintiff and certain defendants. Copy of 
this judgment is hereto attached, marked Exhibit k. 
On July 7, 1933, the court made a further judgment 
in said suit, determining the issues between plain- 
tiff and the remaining defendants. Copy of this 
judgment is hereto attached, marked Exhibit [-1. 
Neither of said judgments has ever been appealed 
from, [34] reversed or modified, and both judg- 
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ments remain at date hereof in full force and 
effect. 


(8) During the taxable year 1942, petitioner 
paid to Ella West the sum of $1,200, pursuant to 
the agreement of August 1, 1921, between Homer 
Laughlin, Jr. and Ella West (Exhibit B) and the 
Superior Court judgment of June 28, 1933 (Exhibit 
E). This sum was paid out of rentals received by 
petitioner from the ground floor of the Laughlin 
Building during that year. The gross and net 
rentals received by petitioner from that source for 
and during the taxable year 1942 were greatly in 
excess of the sum of $1,200. The lease to Grand 
Central Public Market, Inc., referred to in Exhibit 
E-1, had terminated on October 31, 1939, and said 
corporation was not in possession of the ground 
floor of the Laughlin Building after about that date. 
After the termination of said lease on October 31, 
1939, and at all times subsequent thereto until after 
December 31, 1942, petitioner as lessor from time 
to time leased the ground floor of the Laughlin 
Building, formerly leased to Grand Central Public 
Market, Inc., to various persons who conducted the 
business of a public market therein. In negotiating 
and executing said leases, Ella West was not con- 
sulted, nor did she in any manner participate 
therein. 


(9) In the federal estate tax return, Form 706, 
filed by the Estate of Homer Laughlin, the peti- 
tioner’s [35] decedent, there was claimed under 
Schedule I, entitled ‘‘Debts of Decedent,’’ the fol- 
lowing item: 
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“Ella West (#100 per mo. Expectancy 11 years.) 
+*16,610.00’’ In the final determination of decedant’s 
estate tax lability the Hla West claim was allowed 
as a deduction in the total amount of $9,194.05, 
such amount being the present value at the date 
of decedent’s death of an annuity of $100 per month 
payable during the expected life of Ella West, who 
was then sixty-six. years of age. 


(10) On or about April 1, 1924, Homer Laughlin 
and his then wife, Ada Edwards Laughlin, entered 
into a property settlement agreement, which agree- 
ment was approved and confirmed in an interlocu- 
tory decree of divorce between those parties dated 
September 24, 1924, in Cause No. D28768 in the 
Superior Court of the State of California in and 
for the County of Los Angeles, and in a final decree 
duly made September 29, 1925, pursuant thereto. 
Copy of the property settlement agreement of 
April 1, 1924, is hereto attached, marked Exhibit 
F.. A copy of the decrees of divorce (interlocutory 
and final) in Cause No. D28768 in so far as they 
pertain to the matters and things hereinabove men- 
tioned, is hereto attached as Exhibit G. During his 
lifetime, Homer Laughlin made to Ada Edwards 
Laughlin the payments of 800 per month which he 
agreed to make in the agreement of April 1, 1924. 


(11) Ada Edwards Laughlin is living at date 
hereof and has never remarried. The Homer Laugh- 
lin Building, referred to in Exhibit F (referred to 
in Exhibit B as the Laughlin Building) was not 
sold by Homer Laughlin, Jr., nor has it been sold 
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by his estate. The trust fund referred to in Para- 
graph (9) of Exhibit F has never been established, 
nor has the insurance policy therein referred to, 
guaranteeing Homer Laughlin, Jr.’s performance 
of the terms of the April 1, 1924, agreement (Eix- 
hibit I"), ever been furnished. 


(12) During the taxable year 1942, petitioner 
paid to Ada Edwards Laughlin the sum of $9,600 
($800 per month) pursuant to the agreement of 
April 1, 1924, between Homer Laughlin, Jv. and 
Ada Edwards Laughlin (Exhibit F) and the court 
decrees (interlocutory and final) im the divorcee 
action of Laughlin v. Laughlin (Exhibit G). 


(13) In Schedule I, ‘‘Debts of Decedent,” of 
the federal] estate tax return of the Estate of Homer 
Laughlin, J1., deceased, the following item was 
claimed as a deduction: 


‘‘Indebtedness in favor of Ada Edwards 
Laughlin, in pursuance of Property Settlement, 
dated April 1, 1924, approved by Decree of 
Superior Court of the State of California, in 
and for the County of Los Angeles, and secured 
as a lien on the building, subject to Trust Deed 
in favor of Metropolitan Life Insurance Co. 
(To return $9600.00) Expectancy 16 vears, 
$152,480.00. ”’ 


In the first audit of the return, this item was 
reduced by the Commissioner to $101,259.35. It was 
later [87] eliminated by the Commissioner as a 
deduction in the manner hereinafter set forth. 
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In said return, certain expenses were claimed as 
deductions, as follows: Attorneys’ fees, $12,026.36, 
miscellaneous administration expenses, $23.55. These 
items were allowed by the Commissioner, in his 
first examination of the return, m the respective 
amounts of $11,152.59 and $790.55. Certain items of 
expense, namely, attorneys’ fees and miscellaneous 
administration expenses, were incurred after the 
first examination of the return. 

Petitioner on October 22, 19388, filed claim for 
refund in the amount of $2,500 on account of such 
omitted expense items. The Commissioner adjusted 
the amounts theretofore claimed and allowed on 
account of attorneys’ fees and miscellaneous admin- 
istration expenses the respective amounts of $18,- 
027.48 and $1,065.66, and made an adjustment for 
additional debts shown to have been owing by the 
decedent, but rejected the claim for refund for the 
assigned reason that the above amount, $101,259.35, 
representing decedent’s hability on the separation 
agreement of April 1, 1924 (Exhibit I) had heen 
erroneously included as a deduction in the prior 
determination of the estate tax liability. Copy of the 
Commissioner’s letter of October 25, 1939, rejecting 
the refund claim, is hereto attached, marked Exhibit 
H. Petitioner has begun no action to recover on 
the rejected [38] claim, and any such action is now 
barred by the statute of limitations. Respondent 
has not made or attempted to make any additional 
assessment in respect of the claimed erroneous 
allowance of the deduction based on the April 1, 
1924, agreement. 
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(14) Attached hereto as Exhibit I is copy of 
petitioner’s 1942 income tax return. 


(15) Homer Laughlin, Jr. did not possess on 
April 1, 1924, or at any time thereafter during the 
continuance of the marriage between him and Ada 
Edwards Laughlin, any substantial amount of com- 
munity property, his property consisting of prop- 
ertv given to him by or inherited by him from his 
father, Homer Laughlin, Sr. 


Dated: June 5, 1946. 


/s/ W. lL. NOSSAMAN, 
Counsel for Petitioner. 
/s/ J. P. WENCH EEA, ECC 
Chief Counsel, Bureau of 


Internal Revenue, Counsel 
for Respondent. [39] 


Com. of Internal Revenue 39 
EXHIBIT C 


In the Superior Court of the State of California 

in and for the County of Los Angeles 
No. 356776 

ELLA WEST, 

Plaintiff, 
VS. 

BEACH D. LYON, BEACH D. LYON as Ad- 
ministrator with the Will Annexed of the 
Estate of Homer Laughlin, Deceased, GRAND 
CENTRAL PUBLIC MARKET, INC. a 
California corporation, JOHN DOE ONE, 
JOHN DOE TWO, CITIZENS NATIONAL 
TRUST AND SAVINGS BANK OF LOS 
ANGELES, a national banking association, as 
Trustee, JOHN CORPORATION, a corpora- 
tion, JANE DOE ONE, JANE DOE TWO, 
JOHN ROE CORPORATION, a corporation. 
as ‘Trustee, 

Defendants. 


COMPLAINT FOR DECLARATORY RELIEF 


Comes now the plaintiff above named and for 
cause of action against the defendants alleges as 
follows: 


ip 


That the defendant Grand Central Market, Inec., 
is now and at all times mentioned herein was a 
corporation duly organized and existing under and 
by virtue of the laws of the State of California; 
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that the defendant Citizens National Trust and 
Savings Bank of Los Angeles is a national banking 
association duly organized and existing under and 
by virtue of the laws of the Umited Stages yor 
America; that the defendants John Corporation, a 
corporation, and John Roe Corporation, a corpora- 
tion, are corporations [40] duly organized and ex- 
isting; and that Homer Laughlin, also known as 
Homer Laughlin, Jv., who were one and the same 
persons, died testate on or about the 27th day of 
December, 1932, in the County of Los Angeles, State 
of California, and that at the time of his death he 
was a resident of the County of Los Angeles, State 
of California, and left an estate therem; that the 
will of Homer Laughlin was thereafter duly and 
regularly admitted to probate by order of the Su- 
perior Court of said Los Angeles County, and that 
on or about the 4th day of February, 1933, the de- 
fendant Beach D. Lyon was duly and regularly ap- 
pointed as Administrator with the Will Annexed 
of his estate; that thereafter said Beach D. Lyon 
duly qualified as such Administrator with the Will 
Annexed, and that the defendant Beach D. Lyon 
is now the duly appointed, qualified and acting Ad- 
ministrator with the Will Annexed of the Estate 
of said Homer Laughlin, Deceased, and that his 
letters have not been revoked. 


a. 


That on or about the Ist day of August, 1921, 
and for a considerable period of time theretofore, 
Homer Laughhn, Jr., was the owner of the building 
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known as the Laughlin Building, and the owner of 
the Lessor’s interest in a lease of the Ground Floor 
of said Laughlin Building, wherein the defendant 
Grand Central Public Market, Inec., was named the 
Lessee. That said lease is still in existence, and. 
according to its terms and the terms [41] of a re- 
newal thereof, will continue until the first day of 
November, 1939. ‘That the rents specified and tre- 
served in said lease to be paid by Lessee to the 
Lessor exceeds the sum of One Hundred Dellars 
($100.00) per month. 


EVE 
That on er about the Ist day of August, 192], 
the plaintiff, Kila West, released the said Homer 
Laughlin, Jr., as Trustee, and all of the property 
eomprising the estate of Homer Laughlin, Sr., de- 
ceased, from the payment of an annuity proviced 
for im the will and in the decree of distribution 
entered in the estate of said Homer Laughhn, Si... 
deceased, in consideration of said Homer Laugh, 
Jr., assigning to this plaintiff the sum of $100.00 
per month of the rental to be paid by the Lessee 
of the Ground Floor of the Laughlin Building, and 
in consideration of said Homer Laughlin, Jr., agree- 
ing to pay said sum of $100.00 per month during 
the remainder of the natural hfe of this plaintiff, 
a copy of which agreement is in the following words 
and figures, to wit: 


{Here is inserted agreement of August 1, 
1921, between Homer Laughlin, Jr., and Ella 
West, which agreement is Exhibit B.] 
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That thereafter and on or about the 26th day 
of August, 1921, Homer Laughlin, Jr., made, exe- 
cuted and delivered to the Grand Central Public 
Market, Inc., an order to pay $100.00 per [42] 
month to Ella West during her natural life, from 
the rent reserved in the lease heretofore referred 
to, a copy of which order is in the following words 
and figures, to wit: 


‘‘Los Angeles, California. 
August 26th, 1921. 
Grand Central Public Market, Ine. 

You are hereby authorized and directed to 
pay, as long as your lease on the premises Lots 
A and B Homer Laughlin Subdivision of Block 
8, Ord’s Survey, is in force, to Nancy L. West 
the sum of $150.00 per month during her nat- 
ural life, and to Ella West the sum of $100.00 
per month during her natural .life, the said 
payments to be made from the rents due me 
and are to be deducted by you from the lease 
moneys monthly, said payment to begin on the 
Ist day of October, 1921. 

HOMER LAUGHLIN, JR. 
Duplicate 
Accepted : 
GRAND CENTRAL PUBLIC 
MARKET, INC. 
By EK. E. SELLERS 
President 
By U. G. PURINTON 
Secretary 
(Corporation Seal) ’’ 
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and that thereafter the defendant Grand Central 
Pubhe Market, Inc., accepted said order and agreed 
to pay said sum of $100.00 per month from the 
rental due to Homer Laughlin, or his assignee or 
successors in interest, to this plaintiff, and that 
thereafter and up to and including the Ist day of 
December, 1932, [43] the defendant Grand Central 
Public Market, Inc., paid or caused to be paid to 
this plaintiff the sum of $100.00 per month, said 
sum of $100.00 being part of the rental due the 
Lessor under said lease for the use of the ground 
floor of the Homer Laughlin Building; that from 
and after the first day of December, 1932, the de- 
fendants and each of them refused to pay this plain- 
tiff the said sum of $100.00 per month, in accord- 
ance with the terms of the said agreements herein- 
before set forth. 


i. 


That an actual controversy relating to the legal 
rights and duties of the respective parties in in- 
terest to the agreements hereinbefore set forth and 
in and to the payment of said sum of $100.00 per 
month assigned by said Homer Laughlin to this 
plaintiff has arisen in the following particulars, to 
wit: That the defendant Grand Central Public Mar- 
ket, Inc., has refused and still refuses to pay the 
said sum of $100.00 per month so assigned to this 
plaintiff in accordance with the second agreement 
set forth in paragraph IV hereof. That the de- 
fendant Beach D. Lyon and the defendant Beach 
D. Lyon as Administrator with the Will Annexed 
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of the Estate of Homer Laughlin, Deceased, claims 
that said sum of $100.00 per month so assigned by 
said Homer Laughlin from the tenant in possession 
of the Ground Floor of the Laughlin Building con- 
stitutes an asset of the estate of Homer Laughlin, 
Jt., and that he as Administrator with the Wall 
Annexed of the Estate of Homer Laughlin, De- 
ceased, is entitled to collect all of the rent [44] due 
from the Grand Central Public Market, Inec., the 
tenant of the Ground Floor of the Laughlin Build- 
ing. That the defendants, John Doe One, John Doe 
Two, Citizens National Trust and Savings Bank of 
Los Angeles, a national banking association, as 
Trustee, John Corporation, a corporation, Jane Doe 
One, Jane Doe Two, and John Roe Corporation, a 
corporation, as Trustee, claim some right, title or 
interest in or to said sum of $100.00 per month so 
assigned by Homer Laughlin to this plaintiff from 
the tenant in possession of the Ground Floor of 
the Langhlin Building. 

Wherefore, Plaintiff prays that she may have a 
judgement declaring that on or about the 26th day 
of August, 1921, Homer Laughlin, also known as 
Homer Laughlin, Jr., assigned to this plaintiff 
$100.00 per month during the remainder of her 
natural life from the rentals due from the tenant 
in possession of the Ground Floor of the Laughlin 
Building, and that it be further decreed that the 
defendant Grand Central Public Market, Inc., be 
compelled to pay to this plaintiff the sum of $100.00 
per month during her natural life as long as it re- 
mains in possession of the Ground Floor of the 
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Laughlin Building, and that it be further decreed 
that the defendants Beach D. Lyon and Beach D. 
Lyon as Administrator with the Will Annexed of 
the Estate of Homer Laughlin, Deceased, and Citi- 
gens National Trust and Savings Bank of Los An- 
geles, a national banking association, as Trustee, 
have no right, title or interest in or to said sum 
of $100.00 per month so assigned to this plaintiff, 
and for her costs of suit [45] incurred herein and 
for such other and further relief as the Court may 
deem just and equitable. 


SALISBURY & ROBINSON 
By W. B. DENNIS 
‘Attorneys for Plaintiff 
[Verification by Ella West] [46] 
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In the Superior Court of the State of California, 
in and for the County of Los Angeles 


No. 356776 


ELLA WEST, 
Plaintiff, 


VS. 


BEACH D. LYON, BEACH D. LYON as Ad- 
ministrator with the Will Annexed of the 
Estate of Homer Laughlin, Deceased, GRAND 
CENTRAL PUBLIC MARKET, INC, a 
California Corporation, JOHN DOE ONE, 
JOHN DOE TWO, CITIZENS NATIONAL 
TRUST AND SAVINGS BANK OF LOS 
ANGELES, a national banking association, as 
Trustee, JOHN CORPORATION, a corpora- 
tion, JANE DOE ONE, JANE DOE TWO, 
JOHN ROE CORPORATION, a corporation, 
as ‘Trustee, 

Defendants. 


ANSWER OF DEFENDANT BEACH D. LYON, 
AND BEACH D. LYON AS ADMINISTRA- 
TOR WITH THE WILL ANNEXED OF 
THE ESTATE OF HOMER LAUGHLIN, 
DECEASED. 


Comes now the defendant Beach D. Lyon, and 
Beach D. Lyon as Administrator with the Will 
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Annexed of the Estate of Homer Laughlin, De- 
ceased, and answering the complaint herein, admits, 
denies and alleges as follows: 


IL. 
This defendant admits the truth of the allega- 


tions contained in Paragraphs I, II, III, 1V and V 
of said complaint. 


we 


This defendant alleges that no claim has been 
presented by the plaintiff as a creditor of said 
estate, and the time for presenting [47] claims has 
not expired and will not expire until on or about 
August 6, 1933. 


IU. 


That various ereditors have presented claims 
against said estate aggregating a large amount, and 
one of said claims is a preferred claim in a large 
sum, and has priority over claims of ordinary 
creditors. 


That this defendant, as administrator with the 
will annexed of said estate, cannot pay any of said 
claims until an order of the Superior Court of the 
State of California, in and for the County of Los 
Angeles, having jurisdiction of said estate, shall, 
in the due course of administration of said estate, 
determine the priority of said claims and the pro- 
portions or amounts to which the creditors may be 
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entitled, and authorize this administrator to make 
payments in accordance with such order that may 
be so given. 


Wherefore, this defendant prays that no costs be 
recovered by plaintiff against this defendant, either 
personally or as administrator with the will annexed 
of the Estate of Homer Laughlin, Deceased, and 
that the controversy existing between plaintiff and 
defendant may he determined by decree of this 
Court. 


RUSS AVERY 


Attorney for Defendant Beach D. Lyon, Individ- 
ually, and Beach D. Lyon, as Administrator 
with the Will Annexed of the Estate of Homer 
Laughlin, Deceased. 


[ Verification by Beach D. Lyon.] [48] 


_ 
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In the Superior Court of the State of California 
in and for the County of Los Angeles 


No. 356,776 


ELLA WEST, 
Plamtf, 


Se 


BEACH D. LYON, BEACH D. LYON, as Ad- 
ministrator with the Will annexed of the estate 
of Homer Laughlin, deceased, et al., 

Defendants. 


JUDGMENT 


This cause came on regularly for trial on the 
26th day of May, 1933, in Department 17 of the 
above entitled Court, Salisbury & Robinson, by 
W. B. Dennis, Esq., appearing as counsel for the 
plaintiff, and Russ Avery, Esq., appearing as coun- 
sel for the defendants, Beach D. Lyon, and Beach 
D. Lyon as Administrator with the Will annexed 
of the estate of Homer Laughlin, before the Court 
sitting without a jury, and it appearing that. the 
defendants admitted all of the facts set forth in 
plaintiff’s complaint, the cause was argued by coun- 
sel for the respective parties, and after due delib- 
eration thereon the Court ordered that judgment 
be entered accordingly in favor of the plaintiff, 
Ella West. 
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Whereupon, the defendants waived notice of 
written findings of fact and conclusions of law. [49] 


Now, Therefore, by Virtue of the Premises It 
Is Hereby Ordered, Adjudged, and Decreed that 
on the 1st day of August, 1921, Homer Laughlin 
assigned to the plaintiff Ella West One Hundred 
($100) Dollars of the monthly rental due or to 
become due from the lessee of the ground floor of 
the Laughlin Building, which sum was to be paid 
to the plaintiff Ella West each month during the 
remainder of her natural hfe; that from and after 
said 1st day of August, 1921, Homer Laughlin had 
no right, title, or interest in and to said sum of 
One Hundred ($100) Dollars so assigned to this 
plaintiff; that the defendants Beach D. Lyon, and 
Beach D. Lyon as Administrator with the Will 
annexed of the estate of Homer Laughlin, have no 
right, title, or interest in and to the said sum of 
One Hundred ($100) Dollars of the monthly rental 
due or to become due from the lessee of the ground 
floor of the Laughlin Building, which sum of One 
Hundred ($100) Dollars was to be paid to the 
plaintiff, Ella West, each month during the re- 
mainder of her natural life, and which sum was 
assigned by Homer Laughlin to plaintiff. 


Dated this 28th day of June, 1938. 


LEONARD SLOSSOM 
Judge of the Superior Court. 
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In the Superior Court of the State of California 
in and for the County of Los Angeles 


No. 356,776 


ELLA WEST, 

Plaintiff, 
VS. 

BEACH D. LYON, BEACH D. LYON, as Ad- 
ministrator with the Will Annexed of the 
Estate of Homer Laughlin, Deceased, Grand 
Central Public Market, Inc., a California cor- 
poration, Citizens National Trust and Savings 
Bank of Los Angeles, a national banking asso- 
Gumon, as lrustee, et al., 

Defendants. 


JUDGMENT 


It appearing from the records that the defend- 
ants Grand Central Public Market, Inc., a Cali- 
fornia corporation, and Citizens National Trust and 
Savings Bank of Los Angeles, a national banking 
association, as Trustee, were duly served with a 
copy of the Summons and Complaint in the above 
entitled action, and having failed to appear or plead 
in this cause within the time allowed by law, and 
the default of said defendants, Grand Central Pub- 
hie Market, Inc., a California corporation, and Citi- 
zens National Trust and Savings Bank of Los An- 
geles, a National banking association, as ‘Trustee, 
having been duly and regularly entered, the above 
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entitled action came on for hearing on the 7th day 
of July, 1933, at the hour of 2:00 o’clock p.m., be- 
fore the Court, sitting without a jury, plaintiff ap- 
pearing by the firm of Salisbury & Robinson, her 
attorneys, and no one appearing for the defend- 
ants; and the testimony of witnesses and documen- 
tary evidence having been offered on the part of 
the plaintiff, and the Court having entered judg- 
ment in favor of the plaintiff and against the 
defendants, Grand Central Public Market, Ine., a 
California corporation, and Citizens National Trust 
and [51] Savings Bank of Los Angeles, a national 
banking association, as ‘Trustee; 

Now, Therefore, by virtue of the premises afore- 
said and the law, 

It Is Ordered, Adjudged and Decreed that on 
the Ist day of August, 1921, Homer Laughlin for 
valuable consideration assigned to the plaintiff 
herein, Ella West, for the remainder of her natural 
life, the sum of $100.00 per month, said sum to be 
paid from the rent due from the tenant in posses- 
sion of the ground floor of the Laughlin Building; 

And It Is Further Ordered, Adjudged and De- 
ereed that defendant Grand Central Public Market, 
Ine., be and it is hereby ordered and authorized to 
pay to this plaintiff the sum of $100.00 per month 
during the natural life of said plaintiff so long as 
said Grand Central Public Market, Ine., remains in 
possession of the ground floor of the Laughlin 
Building, or so long as it is obligated on any lease 
of the ground floor of the Laughlin Building. 

And It Is Further Ordered, Adjudged and De- 
ereed that the defendant Citizens National Trust 
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and Savings Bank of Los Angeles, a national bank- 
ing association, as Trustee, and the defendant 
Grand Central Public Market, Inc., a corporation, 
have no right, title or interest in or to said sum of 
$100.00 per month so assigned by Homer Laughlin 
to Ella West. 

And It Is Further Ordered, Adjudged and De- 
creed that the defendant Citizens National Trust 
and Savings Bank of Los Angeles, a national bank- 
ing association, as Trustee, be and it is herebv 
ordered to pay over to plaintiff any and all sums 
of money collected by said Bank from the tenant 
in possession of the ground floor of the Laughlin 
Building which were so assigned to this plaintiff. 


Dated this 7th day of July, 1933. 


/s/ MARSHALL F. McCOMB 
Judge of the Superior Court. 


EXHIBIT F 


AGREEMENT HOMER LAUGHLIN and 
ADA EDWARDS LAUGHLIN 


[Stamped]: Received for record Jan. 21, 1925, 
10 a.m. Received of Homer Laughlin. Copied in 
Book 625 of Deeds, Page 462, Records of Riverside 
County, California, F. E. Dinomore, Recorder. Fee 
$4.00 —36. Compared J. W. Keterick, Reimer, 
Deputy. 


[Pencil notation]: Return to Homer Laughlin, 
602 Homer Laughlin Bldg., Los Angeles, Cal. 


This Agreement made and entered into this 1st 


a4 Estate of Homer Laughlin, vs. 


day of April, 1924, by, and between Homer Laughlin, 
the party of the first part, and Ada Edwards Laugh- 
lin, his wife, party of the second part, both of the 
City of Los Angeles, California, 


Witnesseth : 


Whereas, the parties to this agreement have been 
living separate and apart since on or about the 25th 
day of February, 1923, and desire to settle their 
property rights by this agreement, and it being 
their purpose by said agreement to determine all 
the rights of property existing between themselves, 
and to define the terms and conditions upon which 
each releases all right, title, interest and claim in, to 
or against property of the other, whether such 
property now exists or may hereafter be acquired ; 


Now Therefore, it is agreed by and between the 
parties hereto as follows: 


1. The party of the first part covenants and 
agrees to pay to the party of the second part for her 
support and maintenance the sum of Eight Hundred 
Dollars ($800) per month during the term of her 
natural life; provided, however, that if the parties 
hereto should be divorced at any time in the future, 
and in such event the party of the second part 
should remarry, said monthly payments shall be 
reduced to the sum of Three Hundred Dollars 
($300) per month. The said payments shall be 
made in cash, lawful money of the United States, 
beginning on the first day of May, 1924, and shall 
be made each month thereafter at the city of Los 
Angeles, California, on or before the 15th day of 
each succeeding month. 
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2. The party of the first part agrees also to 
transfer all his right, title and interest in and to 
that certain Stearns-Knight Brougham automobile 
heretofore purchased by the party of the first part 
for the party of the second part, and now in the 
possession of the party of the second part, and that 
he will pay or cause to be paid the entire purchase 
price for the said automobile, so that the title, free 
and clear of all encumbrances, may be vested in the 
party of the second part, as her separate property. 


3. The party of the first part covenants and 
agrees to immediately execute and deliver to the 
partv of the second part a quit-claim deed, quit- 
claiming to the second party, as her separate estate, 
all his right, title [54] and interest in and to the 
residence property located at No. 666 West Twenty- 
eighth Street in the city of Los Angeles, state of 
California, and more particularly described as fol- 
lows, to-wit: 


The southeasterly 39 feet of lot 30, all of lot 
31 and the northwesterly 5 feet of lot 32, all 
in block ‘‘B”’ of the Wheeler Tract, as per map 
record in Book 10 at page 25 of Miscellaneous 
Records of said Los Angeles County. 


The party of the first part further covenants and 
agrees to pay, or cause to be paid, on or before 
maturity, that certain promissory note for the sum 
of Kighteen Thousand Dollars, executed by the par- 
ties hereto, in favor of Flora Griffin, and secured 
by a mortgage on the last described property, which 
mortgage is recorded in Book 254 at Page 106 of 
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Official Records, records of Los Angeles County, 
and to fully discharge and satisfy said mortgage; 
and until the satisfaction of said mortgage, the 
party of the first part covenants and agrees to pay 
all interest when and as it becomes due upon said 
last named indebtedness, and to prevent any fore- 
closure of said mortgage; and he further covenants 
and agrees that until the satisfaction of said mort- 
gage he will pay all of the taxes levied upon said 
last named property and all fire insurance on said 
premises, but when said mortgage shall have been 
fully satisfied of record, his obligation to pay said 
taxes and insurance shall thereupon cease. 


4. All of the furniture, paintings, bric-a-brae, 
books, gardening tools, ornaments, automobile sup- 
ples, and other articles of personal property now 
in or about the residence and surrounding premises 
of the second party at No. 666 West Twenty-eighth 
Street, Los Angeles, California, excepting the Chi- 
nese porcelains and all other works of art purchased 
in the Orient, shall be and remain the property of 
the second part, excepting also the following articles 
which shall be and remain the property of the first 
Pomuy, VIZ : 

Paintings: 

1 Norini (Subject) 

1 Wachtel (Subject) 

1 Wachtel (Subject) 

1 portrait of the father and mother of first 


party ; 
The jewelry of the first party ; 
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i table lamp standard, formerly in the resi- 
dence of the father of the first party; 

The technical books of the first party ; 

1 brass sun dial; 

Books containing the messages of the Presi- 
dents of the United States. [55] 


As to the Chinese porcelains and said works of art 
purchased in the Orient, each party shall first choose 
one of said porcelains or works of art, the first 
choice to be determined bv lot; thereafter the first 
party shall choose two, then the second party shall 
choose one, and so on, the first party choosing two 
and the second party one, until they are all chosen. 
Those chosen by each party shall be and remain his 
cy her separate property. Each party agrees to 
immediately execute and deliver to the other a bill 
of sale for his or her respective personal property 
as above designated. or, as to the Chinese porcelains 
and the said works of art, as they may be chosen. 
The party of the first part agrees to transfer to the 
second party all unexpired policies of insurance on 
said property designated as hers or to be hers, also 
on said Stearns-Knight Brougham, in such manner 
that in case of the happening of fire or other peril 
insured against, the benefits of said policies will 
accrue to the second party. 


5. In consideration of the performance of all the 
terms and conditions of this agreement by the party 
of the first part, and especially the payment of said 
monthly sum of $800.00, the party of the second 
part covenants and agrees that she will hold the 
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first party free and clear of any and all liabilities 
for debts or obligations incurred by her from and 
after the date hereof, and will pay all bills and in- 
debtedness which may be incurred by her since said 
25th day of February, 1923, of all kinds and de- 
scription, except the following, which the party of 
the first part agrees to pay, viz.: The sum of $150.00, 
balance due on membership in the Women’s Athletic 
Club, and $100.00 due for dentistry to Dr. E. FE. 
Kirtlan; also the sum of $1,500.00 to Overton, Ly- 
man & Plumb on account of their legal services to 
the second party in connection with the effecting of 
this property settlement. 


6. The party of the first part hereby remises, 
releases and relinquishes and forever quitelaims to 
the said party of the second part, all right, title and 
interest which he has or might claim in and to all 
of the property, real and personal, held or owned by 
her, or in which she may have any interest, vested or 
contingent, and wheresoever situated, and all such 
property, both real and personal, as she may here- 
after in any manner acquire, [56] and also re- 
nounces and releases any and all right to inherit 
any portion of her estate in case of her death, and 
any right to administer upon her estate in that 
event or to claim an allowance from her estate or a 
probate interest therein; also all right and claim of 
right to receive her earnings, if any, hereafter to 
accrue; and all right to support by her in any con- 
tingency under the provisions of Section 176 of the 
Civil Code of California, or any other law of this 
state or other state or country. 
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i. 
release, remise and forever quit-claim unto the said 
party of the first part any and all right, title and 
interest which she has or might or could claim or 


The said party of the second part does hereby 


assert as his wife, or otherwise, in and to all or any 
of his property, real or personal, held or owned by 
him or in which he has any interest, either vested 
or contingent, and including all or any property 
he may hereafter in any manner acquire, and where- 
soever situated, and whether the same be separate 
or community property, and ineluding also the earn- 
ings and income of the said party of the first part 
now accrued or hereafter to accrue to him, except 
the rights and interests reserved and expressly pro- 
vided for by the terms and conditions of this con- 
tract, which rights are hereby expressly reserved; 
and the said party of the second part does also re- 
linquish and release to the party of the first part 
any and all rights and claims which she has or might 
or could assert to support and maintenance or ali- 
mony of any nature, and for any time, whether in 
the course of judicial proceedings between the said 
parties, or otherwise, including the items of attor- 
neys’ fees and costs in any such judicial proceeding ; 
and she renounees, quit-claims and relinquishes all 
rights which she has, or could assert against the 
patty of the first part for support as his wife, other 
than or in addition to the pavments to be made to 
her by him, as above provided, and the property 
to be conveyed by him to or for her, as above pro- 
vided. The party of the second part also releases, 
renounces and relinquishes all right. and claim 
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which she has or might have to any share in the 
estate of the said party of the first part in case of 
his decease, and to mherit from him in the state 
of California. or elsewhere. including her com- 
munity property rights. if any, and the right to 
dower in any property of the said party of the first 
part: and also renounces and relinquishes all right 
to administer upon his estate in case of his death, 
and her right to an allowance from his estate of any 
kind or nature whatsoever, excepting the payments 
and the property rights herein provided for. 


S. The parties hereto mutually agree that eaeh 
of them, respectively, will execute all such deeds, 
assignments, transfers, documents or instruments 
as mav be presented to him or her by the other and 
which may be reasonably necessary or convenient to 
enable either of them to alienate. transfer. mortgage 
or hypothecate his or her property. respectively, in 
accordance with the terms and conditions of this 
agreement; provided, however, that nothing in this 
paragraph shall be construed as obligating the party 
of the second part to execute any document or in- 
strument which may have the effect of depriving 
her of any rights or property which by this agree- 
ment she is entitled to: provided, further, that 
neither of the parties hereto shall be required by 
the other to sign any instrument not provided for 
in this econtraet which will in any manner render 
the one so required to sign liable for the payment 
of any money or the performance of any act, or the 
ineurring of any liability in the nature of a war- 
ranty, or otherwise. 
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9. In order to secure the faithful performance 
of the terms and conditions of this agreement, the 
party of the first part covenants and agrees that 
that certain real estate, together with the improve- 
ments thereon, known as the ‘‘Homer Laughlin 
ibwmldine,’’ located between Third and Fourth 
Streets, on the west side of Broadway, in the city 
of Los Angeles, state of California, shall be and is 
hereby hypothecated as security for the faithful 
performance of all of the terms and conditions of 
this agreement, and especially for the payment of 
the said monthly installments of $800 each, and of 
the mortgage lien now existing upon the residence 
located at No. 666 West 28th Street above de- 
scribed, which said Homer Laughlin Building is 
more particularly described as follows, to-wit: [58] 


Lots “A” and ‘‘B”’ of Homer Laughlin Sub- 
division of Block Hight (8), Ord’s Survey. in 
the city of Los Angeles, county of Los Angeles, 
state of California, as per map thereof re- 
corded in Book 83 at Page 41 of Miscellaneous 
Records in the office of the County Recorder of 
said county. 


And the said party of the first part covenants and 
agrees that if at any time while this contract is in 
force he shall sell the said Homer Laughlin Build- 
ing, he will, coincident with said sale, deposit with a 
trust company, mutually satisfactory to the parties 
to this agreement, doing business in the city of Los 
Angeles, California, the sum of One Hundred Fifty 
Thousand Dollars ($150,000) which shall be in- 
vested in securities mutually satisfactory to the 
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parties to this agreement, which trust fund shall 
stand as security for the faithful performance of 
all the terms and conditions of this agreement in 
lieu of the said Homer Laughlin Building; the said 
trust fund and the income therefrom to be subject 
to the disposition of the party of the first part, pro- 
vided he is not in default under the terms hereof, 
subject, however, to the right of the party of the 
second part to have said trust fund at all times to 
remain intact and of the actual market value of the 
sum of $150,000.00, as security for the faithful per- 
formance of the terms and conditions of this agree- 
ment by the party of the first part to be done and 
performed; and the said party of the first part 
covenants and agrees at all times during the exist- 
ence of this agreement to keep said trust fund of 
the actual market value of the sum of $150,000 for 
the purposes herein stated. The said trust shall 
provide that should the party of the first part be in 
default at any time or times in the payment or pay- 
ments to be made to the second party under the 
terms hereof, the trustee of said fund shall immedi- 
ately upon such default, pay out of the interest of 
the said trust fund, if the interest is sufficient, but 
if not, then out of the principal thereof, such sum 
as may be necessary to cure said default, or defaults, 
it begin the intention of the parties hereto that said 
trust shall be so created that the party of the second 
part shall] always be assured of receiving the monthly 
payments herein provided for. If, without the sale 
of the said Homer Laughlin Building property, the 
party of the first part shall, at any time, create a 
trust fund of $150,000.00, in cash, or shall deposit 
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approved securities with said trustee, of the actual 
market value of $150,000.00, and thereby create a 
trust upon the same terms and conditions as above 
set forth, or shall furnish to the party of the [59] 
second part an insurance policy, issued by a respon- 
sible corporation mutually satisfactory to the parties 
to this agreement, guaranteeing the performance of 
the terms of this agreement by the party of the first 
part, the party of the second part covenants and 
agrees to release the said Homer Laughlin Build- 
ing property from the hen or obligation of this 
eoniract. 


10. It is understood and agreed by and between 
the parties hereto that the said Homer Laughlin 
Building is now subject to a first mortgage to secure 
an indebtedness of $600,000.00 in favor of the Met- 
ropolitan Life Insurance Company, and the hypo- 
theeation of said building as security for the faith- 
ful performance of the terms and conditions of this 
agreement is subject to said prior indebtedness. 

It is further covenanted and agreed by and be- 
tween the parties hereto that if it hecomes necessary 
at any time during the existence of this agreement 
to increase the indebtedness upon the said Homer 
Laughlin Building property, the said prior in- 
debtedness may be increased to a sum not to exceed 
an aggregate of $650,000.00, and the party of the 
second part covenants and agrees that if the party 
of the first part should desire to increase said prior 
indebtedness to a sum not to exceed the said amount 
of $650,000.00, she consents that he may do so, 
hereby consenting thereto, and will execute and 
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deliver to the party of the first part or to any person 
or corporation named by him, any document neces- 
sary or proper in order to consent to the increase of 
said prior indebtedness upon the said Homer Laugh- 
lin Building property to an amount not exceeding 
at any one time the sum of $650,000.00, and bearing 
interest at a rate not to exceed seven per cent per 
annum. 

It is covenanted and agreed by and between the 
parties hereto that if a divorcee should be granted 
upon the complaint of either party to this agree- 
ment, and thereafter the party of the second part 
should marry some person other than the party of 
the first part, the obligation herein contained to pay 
to her the monthly installment of $800.00 during 
the term of her natural life shall immediately ter- 
minate as to $500.00 thereof, and upon such con- 
tingency, but not otherwise, the party of the second 
part covenants and agrees to release the party of 
the first part from all further obligations to make 
any monthly payment in excess of $300.00, and 
will [60] execute any and all documents that may 
be necessary to release any of the property of the 
party of the first part, and especially the Homer 
Laughlin Building property from the lien created 
by this agreement, to secure the faithful perform- 
ance of the terms and conditions thereof by the 
party of the first part; it being particularly under- 
stood that the monthly payments of $300.00 per 
month, after the remarriage of the said second 
party, shall not be secured by any lien on the prop- 
erty of the first party, but shall remain only a per- 
sonal obligation as to said $300 per month. The 
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payments herein provided to be made by the party 
of the first part to the party of the second part 
shall survive the death of the party of the first part 
and shall be binding upon his estate. 


11. In the event a divorce should be granted to 
either party to this agreement, it is stipulated and 
agreed that the terms of this contract may be, at the 
option of either party, included im any interlocutory 
or final decree that may be entered in such action, if 
any such action is commenced or prosecuted. 


In Witness Whereof the parties hereto have exe- 
euted this agreement, in dupheate, the day and vear 
first above written. 


/3s/ HOMER LAUGHLIN, 
Party of the First Part. 


/s/ ADA EDWARDS LAUGHLIN, 
Party of the Second Part. 


State of California, 
County of Los Angeles—ss. 


On the 20th day of January in the year 1925 be- 
fore me, J. C. Laderize, a Notary Public in and for 
said County, residing therein, duly commissioned 
and sworn, personally appeared Homer Laughlin, 
personally known to me as the person whose name 
is subscribed to the within instrument, and acknowl- 
edged to me that he executed the same. In witness 
whereof I have hereunto set my hand and affixed 
my official seal the day and year in this certificate 
above written. 


J. C. LEDERIZE. 
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State of California, 
County of Los Angeles—ss. 


On this 8th day of April, 1924, before me, Jessie 
McDill, a Notary Public in and for said county and 
state, residing therein, duly commissioned and 
sworn, personally appeared Homer Laughlin, known 
to me to be the person whose name is subscribed to 
the foregoing agreement, and acknowledged to me 
that he executed the same. 


[Seal] JESSIE McDILL, 


Notary Public in and for the County of Los Ange- 
les, State of California. 


State of California, 
County of Los Angeles—ss. 


On this 10th day of April in the year one thou- 
sand, nine hundred and twenty-four, A.D., before 
me, John DeFerie, a Notary Public in and for said 
County, residing therein, duly commissioned and 
sworn, personally appeared Ada Edwards Laughlin, 
personally known to me to be the person whose 
name is subscribed to the within instrument, and 
acknowledged to me that she executed the same. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year in 
this certificate first above written. 


[Seal] /s/ JOHN DeFERIA, 


Notary Public in and for the County of Los Ange- 
les, State of California. 


My commission expires April 11, 1927. 
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Ada EK. Laughlin vs. Homer Laughlin 
D 28,768 
Filed 1924. April 15, 1924. 
Order of default May 9, 1924 


Interlocutory Judgment of Divorce, made Sep- 
tember 24, 1924, entered September 26, 1924: 
After preliminary recitals: 


“The Court finds that all of the allegations 
contained in the complaint are true, and that a 
divorce ought to be granted as prayed for in 
said complaint. That on the first of April, 
1924, plaintiff and defendant entered into a 
property settlement agreement, by the terms 
of which all property rights. and maintenance 
of the plaintiff were determined and agreed 
upon, 


‘Wherefore, it is hereby Ordered, Adjudged 
and Decreed that the plaintiff is entitled to a 
divorce from the defendant; that when one year 
shall have expired, after the entry of this in- 
terlocutory judgment, a final decree shall be 
entered, granting a divorce herein, wherein and 
whereby the bonds of matrimony heretofore 
existing between said plaintiff and said defend- 
ant shall be dissolved; 


‘‘And it is further Ordered, Adjudged and 
Decreed that the said property settlement agree- 
ment be, and the same hereby is, ratified, ap- 
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proved and confirmed, and is hereby made a 
part of this decree by reference, and that the 
same shall be made a part of [63] and incor- 
porated in the final decree in this matter.’’ 


Hinal Judgment of Divoree, made and entered 


September 29, 1925: 


After preliminary recitals as to interlocutory 


judgment entered September 26, 1924, and granting 
plaintiff a final judgment of divorce, the decree 
continues: 


“Tt is further ordered, adjudged and decreed 
that that certain property settlement agree- 
ment, referred to in the interlocutory decree in 
this action and by reference made a_ part 
thereof, is hereby ratified, approved and con- 
firmed, and the property of the parties hereto 
is hereby assigned in accordance with the terms 
of said agreement and the other rights and ob- 
ligations of the parties hereto are assigned, 
determined and adjudged in accordance with 
the terms of said agreement, which agreement 
is hereby made a part of this judgment and is 
in words and figures as follows: to-wit: 


[Here follows the April 1, 1924, agreement 
in full.]’’ [64] 
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EXHIBIT H 


Treasury Department, Washington 


MT-ET-6305-6th California. Estate of Homer 
Laughlin. Date of death—December 27, 1932 


Oct. 25, 1939 


Beach D. Lyon, Administrator, 
R602—315 South Broadway, 
Los Angeles, California. 


Sir: 


Reference is made to your claim for refund of 
Federal estate tax in the amount of £2,500.00, filed 
on behalf of the estate of Homer Laughlin, Jr., on 
October 22, 1938. 


This claim is based upon the contention that the 
estate is entitled to additional deductions for attor- 
ney’s fees, miscellaneous administration expenses 
and debts of decedent, as set forth in the statement 
attached to the claim for refund. 


Consideration has been given to the claim and on 
the basis of the evidence now of record the follow- 
ing statement is submitted: 


DEDUCTIONS 
Returned Determined Adjusted 
Attorney’s fees .......... $12,026.36 & Mlo2o9 $18,027.48 
Miscellaneous adminis- 
tration expenses ...... DAS) 55) 790.55 1,065.66 


Debts of decedent (in- 
come tax and inter- 
est, 1931 and 1932) 259,899.31 168,430.10 77,045.88 
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Attorney’s fees are deducted in the amount which 
it apears has been paid and will be paid for services 


rendered in the administration of the estate. 


Miscellaneous administration expenses are de- 
ducted in the amount which the evidence now of 
record indicates is a proper deduction under this 


heading. 


Deduction is made for debts of decedent in the 
amount which [65] it appears was the personal obli- 
gation of the decedent on the date of his death, 
including $1,659.47 for additional Federal income 
taxes for the years 1931 and 1932 and excluding 
$101,259.35 representing decedent’s liability in a 
separation agreement with his wife which was 
erroneously included as a deduction in the prior 
determination of the tax liability of the estate. This 
amount is not a proper deduction under section 
812(b)(5) Internal Revenue Code. See also Lewis 
v. Reynolds, 51 Supreme Court 145; Roby-Somers 
Coal Company v. Routzan, 100 Fed. (2d) 228; Wil- 
liam TT’. Fitzpatrick estate, 39 B.T.A. 162; Eben 
Phillips estate, 36 B.T.A. 752; Empire Trust Com- 
pany v. Commissioner, 94 Fed. (2d) 307, affirming 
30 Iwas S66. 


The following summary is submitted: 
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OS es ec ee ils. sane 0 - $1,011,440.81 
Wemetionms, W250 Biet —................ceeeneeeeece eee 851,306.71 
ICTR) RAI IE. Ce 160,134.10 
MO ie SC 210,134.10 
Unies te, ORG Act... 2... $ 3,304.02 
Credit for estate or inheritance taxes 2,643.22 
OT ad ay aC 660.80 
Total gross taxes, 1926 and 1932 

2 ee eee 15,114.75 
Ore wtams, 1926 Aet o.oo... 3,004.02 
CC CoE) OS <i 11,810.73 
MNO pose o cee ie oe denciwee Mostavetcaeceasecess 12,471.53 
Amount assessed pursuant to waiver..................... 6,516.59 
(OOTP $ 5,954.94 


You will observe that the audit review of the 
return results in a deficiency of $5,954.94 instead of 
a refund of $2,500.00, indicated in the claim. 

In view of the foregoing, your claim for refund 
of Federal estate tax in the amount of $2,500.00 is 
rejected in its entirety. 

Respectfully, 


GUY T. HELVERING, 
Commissioner. 
By: /s/ D. S. BLISS, 
Deputy Commissioner. [66] 
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Schedule A.—BENEFICIARIES’ SHARES OF INCOME AND CREDITS. (Include as beneficiaries persons to whom amounts 
were paid or set aside for religioua, charitable, etc., purposes.) (See Instructions 5 and 17) 
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eR. Se er ere eeene 


see were eeenne--|] ----5 See eee eee eee es ecececs cecsecces 


we owee cree 


ation and other schedules attuched, 
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SCHEDULE C 


Item 4 

Repairs 
Iaeretigeame, locks and lass ...................- S 41.27 
Carpenter—- Woodwork ..............------------ 23.63 
DOT cect ieee oreo. aaa Sil, 
| erie ree eae 806.83 
MMII UMN, -...........--20..----ceccces secede aeaeeneeeeseces 317.16 
Bean Gnd Skylights _........2.2-0....202.0.- Pris.10 
MMe CCU COUS  .-2.22:-----.........2-0000.s0-areeeeeeees 99.76 
Grand Central Public Market—Repairs.................. 

Item 10 


Other Income 


Service and Miscellaneous revenues building 
Grand Central Public Market 


Light and Power revenue.................. $22,390.14 
Information Department Income...... COD. tt 
OA (E19 UL: 00° a a ro 1,749.34 
Miisecllamecous .........-2...e. cscs 1eG93. 71 
oi) le NR Nips 3,000.02 
Garbage and Rubbish. ........-....-..00...- 5,364.82 
mace WEVeCIMMG <2... sccssccesecccccecoe 8090S 
Janitor Service revenue .................--- 3,636.10 


75 


$ 1,748.32 


8,012.42 


$ 9760.74 


$ 82.00 


04,579.05 


$ 54,661.05 
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Item 13 
Taxes Paid 


Federal @xeig@ Win@e) .....c..c.0 o.oo esses $ 16232 

Los Angeles City and County—real estate and per- 
g0tial TOMetiN 29s ee 20,695.17 
Los Angeles City and County—solvent eredits........ 21.47 
Raverside Cotimm——neal estiate...............-2.....2c0eec--n- 2.53 
san BernardinosCounty—real estate _.................2x. 3.20 
Pederal minemimloyment taxes -............-...--.e-scsscee 178.86 
California State Unemployment taxes ...................... 603.90 
Pederal Old Awe benefit taxes ............ccge--.-..--- ee 596.26 
22.119.71 
Californva State income tax 1942...................ccties... 4285.72 
$ 26,405.43 

SCHEDULE G 
Item 14 
Other Deductions 
Contributions 

Little Sisters of the Poor.................. $ 15.00 

RO ieee 50.00 

Los Angeles Community Chest.......... 425.00 

7th Day Adventist Church................ 20.00 

Tuberenloses Auggmi ............................ 2200) 

L. A. Visiting Nurses Ass'n. ............ 10.00 

United China WveWieT .......................... 10.00 

United Service Organizations .......... 25.00 
Women’s Ambulanee Defense Corp. 20.00 $ 577.00 

Ada Edwards Laughlin—Property settlement 

agreement with Homer Laughlin—$800.00 per 
ain lay OT TL ess es 9,600.00 


$ 10,177.00 
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SCHEDULE C 
Item 5 
Other Expenses 


Management Expenses: 
Salaries—Office and Management... $25,657.52 
Office stationery, supplies and ex- 
ECU.CS een See Ree o> cc 393.65 


Homer Laughlin Building Expense: 


W@aisii@ ERPENSE ................-.----ceceeeecees $ 5.00 
Janitor Service 

So) $8,854.10 

00S ene 369.91 

Window cleaning ........ 500.00 

Poulet supplies .............. 319.90 10,048.91 
Eleectrie Lighting 

(C00 16/210 Gee ene ee 342.50 

ES) 46.66 

Miscellaneous. .............. 11.69 400.85 


fete GIO. . eee tt a 1,512.00 

CE ee et 9.66 1,521.66 
Plumbing 

\ gS Aeon a 299.20 

Ot WOT ccc. cntce. 300.00 999.20 
Elevator Service 

7) 2 3,481.63 

1205) on 1,353.96 

Liability Insuranee ...... 129596 

Inspection, repairs & 

‘j,i oar. ae Dewey 0,479.36 

General Operating Expenses: 

Salaries—Watchmen .. 301.94 

Rubbish removal .......... 96.00 

Direetory board .......... 23022 


Compensation Insur- 
i eh es aa 168.96 


we 


$ 26,051.17 


78 Estate of Homer Laughlin, vs. 
SCHEDULE C (Continued) 


Item 5—General Operating Expenses—(Continued) 
Water for Fire Hose $ 50.96 


Air Raid Protection... liggovayt 

Miscellaneous ............. 400 $ 828.59 
Alterations for temants .................... 67.07 
Miscellaneous service costs .............- 1.86 
Street Lighting assessment .............. 103.18 
as uence a en 633.88 
Mepal@anmd Aqiditing -...............-------.- 5,286.84 
Dues and Subscriptions, ete............. 1,048.96 


Loss on bad aeccounts—tenants........ 360.00 26,380.36 


Grand Central Public Market Expense 


oe S0ie ——— rrr $ 4,144.89 
Office Supplies and expense............ 1211-70 
Miscellaneous Administrative ex- 

OL a nin nnnee Te neers aemneeae bo.2o 
Salaries and Wages ............------....: 30,763.68 
DNS cok ae ee 2,718.68 
Market Expenses, ete. .......020000022000.2.- 4,507.87 
eamaO® SOEVieC. .......06s5..-ssccacceeeceneee 2,995.01 
Dy NC Ta ea. axes cet 3,743.88 
Garbage and Rubbish disposal.......... 11,069.80 
Hn cde We OR oe) 12,559.39 
Bags and Information expense........ 0,287.81 


OC Se 1,287.50 80,942.49 


$133,374.02 


En ia : ii 
door and safety gates. —  -— 


gates and Gre doors... 
Wee : 
Jo scale. ... a - 
elevator shaft. .. 
structed . .. = - - 
on clovutor. .. . 
‘installation for light & bell systrm—clev. 
huttan xystem—info. Yesk 
mation hoecath 
elevator and 3 Gre doors 
* Fans and 1 18” Fan. 
raador heater—Fan type-.cuscecn 
water Motors 000. ..-. 
Step Ladders oo 
Neon Sign (Info Desk) 
Locker Cabinet. ..... 2... -— — —— —. 
do a 
Second Hand 6xtures 
Doughnut Machine. -- = 
Stretcher and blonkets.. 
Scrubhing machine & yacnum cleaner 
Attschment for scrubbing machine...  —— —. 
Tables, Chnira and Setters 
do... 
3 Chairs 


Total Old 


Total Market Gxtures and equipment 


Market Furniture ond Equipments Offee—oOld 
1 Steel safes tnd band 
t Steel Filing Cabinet 2nd hand 
4 Desks 
1 Typewriter Desk 
Wt Chairs 
1 Vietur Add. Machine—2nd hand 
1 Electric Wagner Fan le 
1 Electric Wall Clock—2nd band 
Used waste baskets ete —Jnd band 


Total Old 


Market Furniture and Equipment—Office— New 
New Remington Rand 
Wagner (sc Electric Fan 
Total New 


Total Furniture & Equipment—tffice. 


Total aca 


1 240 
527/40 
Ww 16/40 
1024/40 
411/40 
5/27/40 
TATA 
2/28/40 
217,40 
3/ 3/40 
1/8/40 
2/ 8 40 
12 5/40 
11/ 9/40 
12/31/40 
1/31/41 
1/81/41 
1/31/41 
1/31/41 
1/31/41 
131/41 
2/28/41 
S/31/4l 
wwyat/4d 
10/31/41 
12/31/41 
6/30/42 
3/ 1/42 
6/ 1/42 
6/30/42 
471/42 
3/ 1/42 
3/ 1/42 
G/ 1/42 
5/31/42 
6/30/42 
8/31/42 


1 1/40 
do 
do 
do 
do 
do 
do 
do 


lee 


a1 60 


20% 


911,777 01 


1869 
4153 4153 
93 54 93.54 21.82 
36.91 56M 18.98 
702 96 702.96 222.59 
702 54 702 54 194.06 
350.00 350.00 64.20 
158 38 158.38 2904 . 
1204 1204 2.20 120) 
528.00 525.00 105 60 52 80 
71.50 71.50 1374 TAS § 
516,00. 536.00 AB.07 53.60. 111.67 
92.60 92.60 10.08 9.26 1929 
206 50 206 50 20.65 20.65, 41.30 
2451 24.51 248 245 40 
251.85 QAI 85 25 18 25.19 50.87 
10.92 oz 1.90 1.00 200 
7834 78.34 a TH8 14.9% 
4204 4a 3.57 429 7h 
974 57 914 57 RSLS NT 46 186 00 
1,236 00 1,236 00 113.30 123 60 236 10 
192.56 192.56 10.26 1926 301! 
9.. 943 ae o4 
2000 2000 33 A: 233 
10.20 10.20 1.02 
$ 6100 6520 3.24 
35.46 35.46 300 
21.10 21.10 -- 1.36 
927 00 927.00 — A 38 
382.00 38200 - 7.33 
14.13 14.13 - 240 
897.80 BOT 80 149.66 149.60 
8.75 875 105 10% 
70.20 70 20 = 420 420 
9.70 9.70 oo 48 AB 
28.88 28 RR 1.00 100 
6,438 17 2,460.02 was 19 1,040 59 1,077 03 211742 
11,200.17 2,460.02 13,600 19 2.158 79 1,636 23 3,795 02 
100,00 100.10 4000 20 00 6000 
85,00 34.00 1400 7m 21 00 
115.00 nam 46.00 23.00 69.00 
1000 1010 400 200 600 
4700 470 1s x0 940 2K20 
75.00 TM 3000 1500 35.00 
1500 15.00 GO 300 am 
500 40 200 1K 300 
13.00 mon 5.20 26u Pia) 
415.00 4150 16600 R100 240) 
135 34 134.34 4737 2707 7443 
2650 26.50 7.50 530 12 80 
161.4 1614 TANT 8237 HT2S 
S76 S4 76 M4 220 7 1537 336 24 
$1437.03 $2,3766 = 9175160 $4,131 26 
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SCHEDULE J 
Depreciation 
Homer Laughlin Building: 


Treasury Department in Washington fixed the 
value of the Homer Laughlin Building property at 
$900,000.00 for estate tax purposes. As a separate 
value the land and building was not shown, the 
value of the building has been determined by using 
the precentages of the assessed valuation of the 
building to the total assessed valuation as shown on 
the 1932-33 tax bill. These values were as follows: 


1) [ne eee $404,650.00 81% 
PE MUUNIOG oe. So ceasiesnacctance-euceiaccasecocacdess 95,240.00 19% 


$499,890.00 100% 


Building (19% of $900,000.00).......... $171,000.00 
Additions to December 31, 1940.......... 11,826.60 
$182,826.60 
Depreciation—314% of $182,826.60 ..W.0.2...eeneee- $6,093.61 
Equipment per Federal Estate Tax 
(POU dee een 300.00 
ENG AMONG COMM 2 SIA neces 1,819.10 
$ 2,119.10 
Depreciation as 12/31/41 balance— 
(Sa ore GS 1) 224.11 
Less: Depreciation fully depreciated 
SOS cece cecece- cr Sat 197.44 
26.67 


Add: Depreciation on 1942 additions 15.63 42.30 


$6,135.91 
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SCHEDULE J (Continued) 


Grand Central Public Market Depreciation (Sched- 
Wile mata hicd!) 2a ...................-- eee 1,751.60 


Totaling? Depre@iation .........2::2:252-e- $7,887.51 


Analysis of Reserve for Depreciation 


Building Equipment Total 
WO52 and, VOssr............. $ 5,847.00 $ 79.42 $ 5,926.42 
19G4e 0,982.00 153.74 6,135.74 
WOReee........... 6,093.60 166.05 6,259.65 
 Oeeee.....:-.. 6,093.60 173.41 6,267.01 
i _— 6,093.60 196.28 6,289.88 
a 6,093.60 214.80 6,308.40 
3) 6,093.60 177.65 6, 2a 
1 ee 6,093.61 56.94 6,150.55 
Mee 2-2. 6,093.61 a Ti 6,115.38 
1949 ............ 6,093.61 42.30 6,135.91 


$60,577.83 $1,252.36 $61,860.19 


1943. Filed September 10, 1948 
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[Title of Tax Court and Cause. ] 
SUPPLEMENTAL STIPULATION OF FACTS 
Jt is hereby stipulated between the parties hereto, 
by their respective counsel, that certain proceedings 
have been had in the matter of the Estate of Homer 
Laughlin, deceased, Superior Court, Los Angeles 
County, California, as shown by the attached ex- 
cerpts from the Fifth Account Current of the 
Administrator with the Will Annexed and _ the 
Order of the Superior Court thereon. 
Dated: June 5, 1946. 
/s/ W. L. NOSSAMAN, 
Counsel for Petitioner. 
/s/ J. P. WENCHEL, ECC 
Chief Counsel, Bureau of 


Internal Revenue, Counsel 
for Respondent. [76] 


Excepts from Fifth Account Current and Report 
of Administrator with the Will Annexed Cover- 
ing the Period September 1, 1941, to June 30, 
1943. Filed September 10, 1943. 
In the Superior Court of the State of California 
In and for the County of Los Angeles 
No. 132875 
In the Matter of the Estate of 
HOMER LAUGHLIN, 
Deceased. 
FIFTH ACCOUNT CURRENT AND REPORT 
OF ADMINISTRATOR WITH THE WILL 
ANNEXED 
Beach D. Lyon, as Administrator With the Will 


86 Estate of Homer Laughlin, vs. 


Annexed of the Estate of Homer Laughlin, de- 
ceased, renders to the Court his Fifth Account 
Current and Report of his administration of said 
estate up to and including the 30th day of June, 
1943, as follows, to wit: 


Said Administrator With the Will Annexed is 
charged as follows: 


Balanee at date of Fourth Account Current.......... $1,031,472.36 
Received as rents, ete., from operation of Homer 

Laughlin Building, September 1, 1941, to June 

CU le 999,492.15 
Reeeived from Department of Water and Power 

account alterations to office portion of Homer 


TE EPI UIT... 2.2 ....<<-ncayanyeeenseeweness 2 --cnee 1,673.28 

Received from Clark Rynders balance on loans of 
duly 23, #941, and April 1, @942e.............4.22.. 32.00 
Mote napoeee ........0neete eee $1,092,962. 79 


And he is entitled to credits as follows: 


1942 
Jan. 2—Klla West Buell, Anmuity........00000000.00000.... $100.00 
Feb. 5—Ella West Buell, Annuity... 100.00 
March 2—Ella West Buell, Annuity.....00000.00000000.000000... 100.00 
April ~ t= Wileweer Buell, Annulty....02.......2e 100.00 
May  i1-—KilaeWest Buell, Anmuity......2.22 100.00 
June 1—KElla West Buell, Annuity... 100.00 
July 1—Ella West Buell, Annuity...............00000000...... 100.00 
Aug: 1—Ella West™Buell, Annuity... 100.00 
Sept. 1—Ella West Buell, Ammnuity.............0000000000.... 100.00 
Oct. 1—Ellee Wes Biel, Amity... ee 100.00 
Nov. 3—Hlla Wiest Birrell, Aaiuity.............22......... 100.00 
Dee. 2—Ella West Buell, Annuity... 100.00 
Wot pamela ce sect ene $524,087.43 
Motel CWARRES ...2.nccceecce eens ees: $1,592, 962.79 


Motel Credits ee... ae, ee. 024,087.48 


Chargeable to Next Aceount...........0...20...-- $1,068 875.36 
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[Verified by beach D. Lyon, Administrator With 
the Will Annexed, August 23, 1943.] [78] 
U-TS:?D 
LA:DLR 


On October 1, 1948, the Court made the following 
order (certified copy hereto attached as Exhibit J): 


‘“The report and fifth account current herein 
of Beach D. Lyon, as administrator with-will- 
annexed of the estate of said deceased, by Russ 
Avery, his attorney, coming on this Ist day of 
October, 1948, for hearing and settlement by the 
Court, all notices of said hearing having been 
given as required by law, showing, after de- 
ducting the credits to which said administrator 
with-will-annexed is entitled, a balance of 
$1,068,875.36, of which $47,586.86 is in cash, 
belonging to said estate, and the evidence hay- 
ing been heard, 


‘Tt Is Ordered, Adjudged and Decreed by 
the Court that said account and report is 
hereby allowed, settled and approved.”’ [79] 
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EXHIBIT J 


On Oct. 1, 1948, in Department 25 of the Superior 
Court of the State of California in and for the 
County of Los Angeles, Hon. William R. McKay, 
judge, presiding, the following proceedings were 
had, to wit: 


Order Settling Fifth Account Current And Report 
Of Administrator With Will-Annexed 


631/288 
No. 132875 


In the Matter of the Estate of 


HOMER LAUGHLIN, 
Deceased. 


The report and fifth account current herein of 
Beach D. Lyon, as administrator with-will-annexed 
of the estate of said deceased, by Russ Avery, his 
attorney, coming on this Ist day of October, 1943, 
for hearing and settlement by the Court, all notices 
of said hearing having been given as required by 
law, showing, after deducting the credits to which 
said administrator with-will-annexed is entitled, a 
balance of $1,068,875.36, of which $47,586.86 is in 
cash, belonging to said estate, and the evidence 
having been heard, 


It Is Ordered, Adjudged and Deereed by the 
Court that said account and report is hereby al- 
lowed, settled and approved. 
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The foregoing instrument is a correct copy of the 
original as the same appears of record. 


Attest June 5d, 1946. 


J. FP. MORONEY, 
County Clerk and Clerk of the Superior Court of 
the State of California in and for the County 
of Los Angeles. 


By /s/ Y. NISHIHAWA, 
Deputy. 


[ Endorsed]: Filed June 10, 1946. [80] 


[Title of Tax Court and Cause. ] 


1. Decedent entered into an agreement with a 
beneficiary of a life annuity under his father’s will 
whereby the beneficiarv released her interest in that 
estate so the estate could be distributed to the 
residuary legatees of which the decedent was one 
upon the assignment to her of $100 per month for 
life of the rentals from a building owned by de- 
ceedent. Held, that petitioner was not the owner of 
this $100 per month paid out of such rentals to the 
annuitant and it should not be included in petition- 
er’s gross income. Blair v. Commissioner, 300 


ais. 5. 


2. Several years prior to his death decedent en- 
tered into an agreement with his wife wherein he 
agreed to make certain monthly payments for life 
for her support and maintenance which was in- 
corporated in a divorce decree. Held, the payments 
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were not deductible from gross income of decedent’s 
estate. [81] 


OPINION 


Black, Judge: 

This proceeding involves a deficiency in income 
tax for the calendar year 1942 in the amount of 
$8,647.89. The deficiency is due to several adjust- 
ments to the net income of the estate of Homer 
Laughlin as disclosed by its return for the year 
1942. Petitioner, by appropriate assignments of 
error, contests two of these adjustments in the 
respective amounts of $1,200 and £9,600. These 
adjustments were explained by the respondent in 
a statement attached to the deficiency notice as 
follows: 


(a) There is restored to gross income, or 
disallowed as a deduction therefrom, under the 
applicable provisions of the Internal Revenue 
Code, the exclusion or deduction of $1,200.00 
shown in Schedule C of your return as ‘‘ Less 
assignment of rent to Ella West.’’ 


(d) The deduction of $9,600.00 claimed for 
payment to Ada Edwards Laughlin on account 
of “‘ property settlement agreement with Homer 
Laughlin—$800.00 per month for life’’ is not 
allowable under the Internal Revenue Code. 


There are, therefore, two issues in this proceed- 
ing, namely, (1) whether the amount of $1,200 paid 
to Ella West under the facts hereinafter set forth 
is excludible or deductible from the gross income 
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of decedent’s estate for the calendar year 1942; and 
(2) whether the amount of ¢9,600 provided for in 
an agreement entered into between decedent and 
his wife, Ada Edwards Laughlin, and incorporated 
in a deeree of divorce, is deductible from the gross 
income of decedent’s estate for the calendar vear 
1942. [82] 

All the facts are stipulated. The stipulation is 
incorporated herein hv reference and adopted as 
our findings of fact. Such facts as are deemed neces- 
sary to an understanding of the issues decided are 
sununarized below: 

Issue 1. Petitioner is the administrator with 
the will annexed of the estate of Homer Laughlin 
who died on December 27, 1932, a resident of Los 
Angeles, California. The estate is still in the pro- 
cess of administration. The income tax return of the 
estate for the taxable period involved was filed with 
the collector for the sixth district of California on 
or before March 15, 1943. Homer Laughlin, Sr., 
father of Homer Laughlin, died on or about Jann- 
ary 10, 1913, leaving a last will and testament 
dated August 30, 1909, duly admitted to probate on 
January 29, 1913, in the Superior Court of the 
State of California in and for the County of Los 
Angeles, which will contained, among other provi- 
sions, the following: 


Second: I give, devise and bequeath unto 
my nieces, Ella West and Nancy MelIntosh, 
each the sum of One Hundred dollars ($100) 
per month, payable quarterly to each of them 
during their natural life. 
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After certain other legacies, bequests, and devises, 
the will gave the residue of the estate equally to 
decedent’s son and daughter, Homer laughlin and 
Guendolyn (or Guendolen) Virginia Laughlin. On 
August 1, 1921, Homer Laughlin and Ella West 
entered into a written agreement providing in part 
as follows: 


I, Ella West, in consideration of Five Hun- 
dred Dollars ($500.00) in hand paid to me, and 
in further consideration of an assignment of 
One Hundred Dollars ($100.00) per month of 
the rent to be paid by the lessee of the ground 
floor of the Laughlin Building, and in further 
consideration of the assumption of Homer 
Laughlin, Jr. to pav me the said sum of One 
Hundred Dollars ($100.00) per month during 
the remainder of my natural life, do hereby 
release the said Homer Laughlin, Jr., as 
Trustee, Guendolen V. Laughlin, and all of the 
property [83] comprising the estate of Homer 
Laughlin, deceased, late of Los Angeles, Cali- 
fornia, from the payment of the annuity pro- 
vided for in the will and decree of distribution 
in the estate of said Homer Laughlin, hereby 
releasing absolutely any claim of every char- 
acter either against said persons or the prop- 
erty of said estate, the said lessee having 
recognized the said assignment and having 
agreed to pav to me the said sum monthlv of 
the rent due and payable to the said Laughlin 
for the said ground floor of said building. 
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The purpose of this agreement was to obtain her 
consent to the distribution of the estate which was 
made thereafter in due course, pursuant to the 
court decree. 


The above-mentioned Laughlin Building is _lo- 
eated at No. 315 South Broadway, Los Angeles, 
California. From about August 1, 1921, it was the 
property of Homer Laughlin. He acquired a one- 
half interest in the building as a devisee under his 
father’s will and purchased the other half from his 
sister, Guendolyn, the funds for such purpose being 
obtained by the mortgage on such building to the 
Metropolitan Life Insurance Company. The Laugh- 
lin Building is a part of Homer Laughlin’s estate 
which has been in process of administration in the 
Superior Court of the State of California in and 
for the County of Los Angeles since about Febru- 
ary 4, 1933, on which date the will was duly ad- 
mitted to probate. In May, 1933, a dispute having 
arisen between Ella West and the estate of Homer 
Laughlin as to her rights under the agreement of 
August 1, 1921, a suit for declaratory relief was 
brought in the Superior Court of the State of Cali- 
fornia in and for the County of Los Angeles. On 
June 28, 1933, the court rendered its judgment 
against Beach D. Lyon and Beach D. Lyon, as 
Administrator with the will annexed of the estate 
of Homer Laughlin, deceased, which judgment pro- 
vided in part as follows: [84] 


* * * on the Ist day of August, 1921, Homer 
Laughlin assigned to the plaintiff Ella West 
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One Hundred ($100) Dollars of the monthly 
rental due or to become due from the lessee 
of the ground floor of the Laughlin Building, 
which sum was to be paid to the plaintiff Ella 
West each month during the remainder of her 
natural life; that from and after said Ist day 
of August, 1921, Homer Laughlin had no right, 
title, or interest in and to said sum of One 
Hundred ($100) Dollars so assigned to this 
plaintiff; that the defendants Beach D. Lyon, 
and Beach D. Lyon as Administrator with the 
Will annexed of the estate of Homer Laughlin, 
have no right, title, or mterest in and to the 
said sum of One Hundred ($100) Dollars of 
the monthly rental due or to become due from 
the lessee of the ground floor of the Laughlin 
Feuuleime, ~*~ *. 


On July 7, 1933, the court made a further judg- 
ment in this suit determining the issues between 
plaintiff and the remaining defendants and reciting 
in part as follows: 


It Is Ordered, Adjudged and Decreed that 
on the Ist day of August, 1921, Homer Laughlin 
for valuable consideration assigned to the plain- 
tiff herein, Ella West, for the remainder of her 
natural life, the sum of $100.00 per month, said 
sum to be paid from the rent due from the 
tenant in possession of the ground floor of the 
Laughlin Building; 


And It Is Further Ordered, Adjudged and 
Decreed that defendant Grand Central Public 


Com. of Internal Revenue OG 


Market, Inc., be and it is hereby ordered and 
authorized to pay to this plaintiff the sum of 
$100.00 per month during the natural life of 
said plaintiff so long as said Grand Central 
Public Market, Inc., remains in possession of 
the ground floor of the Laughlin Building, or 
so long as it 1s obligated on any lease of the 
ground floor of the Laughlin Building. 


And It is Further Ordered, Adjudged and 
Decreed that the defendant Citizens National 
Trust and Savings Bank of Los Angeles, a 
national banking association, as ‘Trustee, and 
the defendant Grand Central Public Market, 
Ine., a corporation, have no right. title or in- 
terest in or to said sum of $100.00 per month 
so assigned by Homer Laughlin to Ella West. 


The lessee of the ground floor of the Laughlin 
Building was the Grand Central Public Market, Ine. 
which terminated on October 31, 1939, and petitioner 
leased the ground floor of the building to other 
tenants, negotiating and executing these leases. Ella 
West was not consulted nor did she in any manner 
participate therein. [85] 

During the taxable year 1942 petitioner paid to 
Ella West the sum of $1,200 pursuant to the agree- 
ment of August 1, 1921, between Homer Laughlin 
and Ella West and the Superior Court judgment 
of June 28, 1933. This sum was paid out of rentals 
received by petitioner from the ground floor of the 
Laughlin Building during that year. The gross and 
net rentals received by petitioner from that source 
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for and during the taxable vear 1942 were greatly 
in excess of the sum of $1,200. 

In the federal estate tax return filed by the estate 
of Homer Laughlin there was claimed under sched- 
ule entitled ‘‘Debts of Decedent’’ the following 
item: “‘Hilas West ($100 pert mo: Expectanicy Vill 
years. $16,610.00.’’ In the final determination of 
decedent’s estate tax lability the Ella West claim 
was allowed as a deduction in the total amount of 
$9,194.05, such amount being the present value at 
the date of decedent’s death of an annuity of $100 
per month payable during the expected life of Ella 
West, who was then 66 years of age. 

The first issue we have to decide is whether the 
$1,200 paid to Ella West during the year 1942 is 
either excludible or deductible from the gross in- 
come of the decedent’s estate. Petitioner contends 
that the sums paid to Ella West were paid pursuant 
to an assignment or transfer of a corresponding 
interest by the decedent, Homer Laughlin, in the 
real property designated as the ground floor of the 
Laughlin Building; that to the extent mentioned 
Ella West had an interest in that property, and 
that as to the sums received and paid over to her 
the estate acted as a mere condwt: that for these 
reasons the $1,200 paid to Ella West is excludible 
from the gross income of the estate for 1942. In the 
alternative petitioner claims that the payments in 
question were required to be made and were made 
out of the income of the estate; that the $1,200 
represented income which was distributable [86] 
and was actually distributed during the taxable year 
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to Ella West as a legatee, heir, or beneficiary and 
is deductible under the provisions of section 162()) 
of the Internal Revenue Code. 

Respondent contends that the sum of $1,200 paid 
by petitioner to Ella West during the vear 1942 was 
for the satisfaction of a debt of Homer Laughlin, 
incurred during his lhfetime m a capital transac- 
tion, and is not a distribution of income within the 
meaning of section 162()). He further argues that 
in the federal estate tax return filed by the estate 
of Homer Laughlin, there was claimed as debts of 
the decedent the following item: ‘‘Ella West (3100 
per mo. Expectancy 11 years. $16,610.00’’; that in 
the final determination of decedent’s estate tax lia- 
bility the ENa West claim was allowed as a deduc- 
tion in the amount of $9,194.05, such amount beine 
the present value at the date of the decedent’s death 
of an annuity of $100 per month payable during 
the expected life of Ella West who was then 65 
years of age. He maintains that decedent’s estate 
having had the benefit of a deduction of $9,194.05 as 
above set out, there has been a recognition that the 
sum represented a debt of the decedent, and it is, 
therefore, not deductible from the gross income of 
the estate. 

In deciding the issue which we have here to de- 
cide, it is not necessary for us to say whether the 
respondent acted properly in allowing to the estate 
of decedent for estate tax purposes a deduction of 
the commuted value of the annuity payments due 
to Ella West, based on her life expeectaney at the 
time of decedent’s death. We do not have the estate 
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tax case before us and therefore have nothing to 
decide with respect to it. [87] 

What we have to decide is the legal effect of the 
agreement which Homex Laughlin made with Ella 
West on August 1, 1921. It is necessary to examine 
that document and the circumstances attending its 
execution to determine its force and effect. In the 
last will and testament of the father of Homer 
Laughlin, he bequeathed to Ella West an annuity 
of $100 a month for hfe. This annuity was payable 
in all events, whether the estate had income or not. 
It required no citation of authorities to support the 
proposition that it was a charge against all the 
property in Homer Laughlin, Sr.’s residuary estate. 
Homer Laughlin, Jr., and his sister were the equal 
beneficiaries of this residuary estate. One of the 
valuable assets of the residuary estate was the 
Laughlin Building situated in Los Angeles. Homer 
purchased his sister’s one-half interest in this 
building and in order to secure the release of Ella 
West from her claim against the estate of Homer 
Laughlin, Sr., for the payment of a life annuity 
of $100 a month, Homer Jr. assigned to her irrev- 
ocably $100 a month for life out of the rents from 
the ground floor of the Laughlin Building. This, 
it seems to us, was more than a mere assignment 
of future income as that term is commonly under- 
stood, but was an assignment of a property interest 
to Ella West in the rentals from the ground floor 
of the Laughlin Building. This is the effect of the 
judgment of the Superior Court of California in 
and for the County of Los Angeles in Cause No. 
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356,776 in which Ella West was plaintiff and Beach 
D. Lyon, individually and Beach D. Lyon, as ad- 
ministrator were defendants. The judgement in 
that cause has been set out above. It seems to us 
there can be no question but that the Superior 
Court has correctly interpreted the terms of the 
agreement between Ella and Homer. We shall so 
regard it in deciding issue 1. [88] 

Petitioner relies chiefly on Blair v. Commis- 
sioner, 300 U.S. 5. In that case the life beneficiary 
of a testamentary trust assigned to his clildien 
‘fan interest amounting to $6,000 for the remainder 
of that calendar year, and to $9,000 in each calendar 
year thereafter, in the net income which the pett- 
tioner was then or might thereafter be entitled to 
receive during his life.”? The Court held that where 
the life beneficiary of a trust assigned a share of 
the income to another for life without retaining any 
form of control over the interest assigned, the as- 
signment was a transfer in praesenti to the donec 
of a life interest in the corpus of the trust property 
and the income paid to the donee was taxable to 
him and not the donor. We think the Blair case 
is applicable and controlling here. In the Blair 
case, the Court in speaking of the nature and effect 
of the irrevocable assignment which had been made 
sald: 


* * * The assignment of the beneficial inter- 
est is not the assignment of a chose in action 
but of the ‘‘right, title, and estate in and to 
property.’’ [Citing authorities. ] 
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We conclude that the assignments were valid, 
that the assignees thereby became the owners 
of the specified beneficial interests in the in- 
come, and that as to these interests they and 
not the petitioner were taxable for the tax 
years im question. * * * 


In the instant case Homer Laughlin was not only 
the beneficial owner of the Laughlin Building, he 
was the actual owner in fee simple of the building 
and unquestionably had the right to convey the in- 
terest which he did convey to Ella West. Therefore, 
in view of what the Supreme Court said in the 
Blair case, we hold that the $1,200 in question 
should be excluded from the income of petitioner. 
It did not belong to him—it was the property of 
Ella West. See Herbert R. Graf, 45 B.T.A. 386, 
which we also think is an applicable authority 
which supports our decision here. [89] 

Having held that such amount is to be excluded 
from petitioner’s income, it becomes unnecessary to 
pass upon petitioner’s alternative contention that 
if the estate is not entitled to have such amount ex- 
cluded from gross income, it is entitled to have 
such payment allowed as a deduction in computing 
net income. 

We think the facts of the mstant case distinguish 
it from such cases as Corbett Investment Co. v. 
Helvering, 75 Fed. (2d) 525, 15 AFTR 234, affirm- 
ing Memorandum Opinion of the Board. The Cor- 
bett case was a case where a decedent bequeathed 
to his widow an annual sum payable monthly from 
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income of realty devised to grandsons, and the 
widow released the realty from this obligation and 
accepted the personal undertaking of the grandsons 
to continue the payment of the annuity and subse- 
quently the grandsons conveyed the realty to a car- 
poration which assumed Hability for the mouthlyv 
payments. On these facts the court held that the 
transactions between the widow and grandsons and 
between the grandsons and the corporation were 
in the nature of a purchase and that the annual 
payments made to the widow were capital exvendi- 
tures and not deductible by the corporation even 
though the payments were taxable to the widov. 
In thus holding the court said: 


* * * In this case, from the time of the 
transfer of the real estate to petitioner from 
the grandsons, petitioner received all the rents 
in its own right and so far as we are told hy 
anything in the record, it had the right and the 
power to use them without accountability to 
the widow or any one else, and the widow’s only 
right was to demand and receive from peti- 
tioner a thousand dollars monthly, regardless 
of the source from which it came. The pay- 
ments to her, therefore, were clearly taxable 
to petitioner, even though they were also tax- 
able to her. * * * [Underscoring supphed.] [90] 


As we have already pointed out in the agreement 
of August 1, 1921, between Homer and Ella, Homer 
definitely assigned to her $100 of the rent from the 
Laughlin Building for the remainder of her nat- 
ural life. It was under these facts that the Superior 
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Court of Los Angeles held that Ella was the owner 
of this income right to receive $100 a month from 
the Laughlin Building and that: 


= ** Homet Laughlin had no Teht, titlewer 
interest in and to said sum of One Hundred 
($100) Dollars so assigned to this plaintiff; 
that the defendants Beach D. Lyon, and Beach 
D. Lvon as Administrator with the Will an- 
nexed of the estate of Homer Laughlin, have 
no right, title or interest in and to the said sum 
of One Hundred ($100) Dollars of the 
monthly rental due or to become due from the 
lessee of the ground floor of the Laughlin 
Eralcitio ~*~ ¢ *, 


It is because of the foregoing facts that we think 
the instant case is distinguishable from Corbett 
Investment Co. v. Helvering, supra, and other cases 
of that kind which have followed it. 


Issue 2. On or about April 1, 1924, Homer 
Laughlin and his then wife, Ada Edwards Laughhin, 
entered into a property and support and mainte- 
nance settlement agreement which was approved 
and affirmed in an interlocutory decree of divorcee 
dated September 24, 1924, in the Superior Court 
of the State of California in and for the County of 
Los Angeles and in a final decree dated September 
29, 1925, pursuant thereto. The agreement provided 
that Homer Laughlin pay his wife a life income 
of $800 per month provided, however, that if the 
parties should be divorced and his wife should re- 
marry then these payments should be reduced to 
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$300 monthly. It also provided that. mm order to 
secure the faithful performance of the terms and 
conditions of this agreement, it was agreed that the 
Homer Laughlin Building should be hypothecated 
as security for the faithful performance of the 
terms and conditions of the agreement. The agree- 
ment provided in part as follows: 


9. In order to secure the faithful perform- 
ance of the terms and conditions of this agree- 
ment, the party of the first part covenants and 
agrees that that certain real estate, together 
with the improvements thereon, known as the 
‘‘Homer Laughlin Building,’’ located between 
Third and Fourth Streets, on the west side of 
Broadway, in the city of Los Angeles, state of 
California, shall be and is hereby hypothecated 
as security for the faithful performance of all 
of the terms and conditions of this agreement, 
and especially for the payment of the said 
monthly installments of $800 each, * * * 


Jt was also agreed that if the Homer Laughlin 
Building should be sold, Homer Laughlin should 
deposit with a trust company the sum of $150,000, 
which trust fund should stand as security for the 
faithful performance of all the terms and condi- 
tions of this agreement in lieu of the Homer 
Laughlin Building. It was further agreed that. if 
Homer Laughlin should at any time create a trust 
fund of $150,000 or shall furnish the wife an in- 
surance policy guaranteeing the performance of 
the terms of this agreement by Homer Laughlin, 
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the wife agreed to release the Homer Laughlin 
Building from the len or obligation of the contract. 
It was provided that these payments shall survive 
the death of Homer Laughlin and shall be binding 
upon his estate. 

The final judgment of divorce made and entered 
September 29, 1925, decreed in part that: [92] 


* * * the property settlement agreement, re- 
ferred to in the interlocutory decree in this 
action and by reference made a part thereof, 
is hereby ratified, approved and confirmed, and 
the property of the parties hereto is hereby 
assigned in accordance with the terms of said 
agreement and the other rights and obligations 
of the parties hereto are assigned, determined 
and adjudged in accordance with the terms of 
said agreement, which agreement is hereby 
made a part of this Judgment and is in words 
amd. Tiegires as follows, to. wit: * * ™. 


During his lifetime Homer Laughlin paid to Ada 
Edwards Laughlin $800 per month as provided in 
the settlement agreement. Ada Edwards Laughlin 
is living at the date hereof and has never remarried. 
The Homer Laughlin Building was not sold by 
Homer Laughlin nor by his estate. The trust fund 
above referred to has never been established nor 
has the insurance policy been furnished guarantee- 
ing Homer Laughlin’s performance of the terms of 
the settlement agreement. 

During the taxable year 1942, petitioner paid ‘to 
Ada Edwards Laughlin the sum of $9,600 pursuant 
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to the April 1, 1924 agreement and the court de- 
erees in the divorcee action. 

In Schedule 1 ‘‘Debts of Decedent’ ’of the fed- 
eral estate tax return of the estate of Homer Laugh- 
lin, the following item was claimed as a deduction: 


Indebtedness in favor of Ada Edwards 
Laughlin, in pursuance of Property Settle- 
ment Agreement, dated April 1, 1924, approved 
by Decree of Superior Court of the State of 
California, in and for the County of Los An- 
eeles, and secured as a lien on the building, 
subject to Trust Deed in favor of Metropolitan 
Life Insurance Co. (‘To return $9600.00) Ex- 
Pee wamrcy MO Ves Qe... es $152,480.00. 


In the first audit of the return this item was re- 
duced by the Commissioner to $101,259.35 but was 
later eliminated by the Commissioner in the man- 
ner hereinafter set forth. On October 22, 1938 
petitioner filed a claim for refund in the amount 
of $2,500 on account of certain omitted expense 
items such as attorneys fees and miscellaneous ad- 
ministrative expenses. hese expenses were later 
adjudgd and determined and an adjustment made 
for [93] additional debts owing by the decedent 
but the claim for refund was rejected for the rea- 
son that the above amount of $101,259.35, repre- 
senting decedent’s lability on the separation agree- 
ment of April 1, 1924, had been erroneously in- 
cluded as a deduction in the prior determination of 
the estate tax hability. The Commissioner’s letter 
dated October 25, 1939, stated that this amount was 
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not a proper deduction under section 812()b) of 
the Internal Revenue Code. Petitioner has taken 
no action with regard to said claim and the same 
is now barred by the statute of limitations. 

The gist of petitioner’s argument that detedent’s 
estate is entitled to a deduction of the $9,600 paid 
to Ada Edwards Laughlin is that it is clear that 
if Homer Laughlin were living he would be en- 
titled to the benefit of section 23(u), I.R.C.! Peti- 
tioner further argues that the payment of the 
$9,600 in question is taxable to Ada HK. Laughlin 
under the provisions of section 22(k), IR.C2 


Sec. 28. Deductions from Gross Income. 

In computing net income there shall be allowed 
as deductions: 
* ae ae Be * Be ae 

(1) Alimony, ete., Payments.—in the case of a 
husband deseribed in section 22(k), amounts in- 
cludible under section 22(k) in the gross income of 
his wife, payment of which is made within the hus- 
band’s taxable year. If the amount of any such 
payment is, under section 22(k), or section 171, 
stated to be not includible in such husband’s gross 
income, no deduction shall be allowed with respect 
to such payment under this subsection. 


2Sec. 22. Gross Income. 
¥* % *& x= ae oe % 

(k) Alimony, ete., Income.—lIn the case of a wife 
who is divorced or legally separated from her hus- 
band under a decree of divorce or of separate 
maintenance, periodic payments (whether or not 
made at regular intervals) received subsequent to 
such deeree in discharge of, or attributable to 
property transferred (in trust or otherwise) in dis- 
charge of, a legal obligation which, because of the 
marital or family relationship, is imposed upon or 
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Homer Laughlin, the husband, is now dead and Ins 
estate is in process of administration and therefore 
section 23(1) is not applicable. 

Is the estate of Homer Laughlin entitled to the 
aeduction of the $9,600 the same as Homer would 
be entitled were he still hving? Respondent con- 
tends the question should he answered no. He 
areues that inasmuch as the recent decisions allow 
as a deduction from a decedent husband’s estate the 
commuted value of the claim for monthly payments 
to a wife for life under a decree of divorce for 
estate tax purposes, cf. Estate of Pomeo M. Maresi, 
ppdieta, 583)catimmed,...... iedee@2d) ...... , such pay- 
ments should not be allowed the estate as a deduc- 
tion for income tax purposes. Respondent contends 
that if our Court should allow the petitioner’s 
elaim in this case it will be contrary to Regulations 
111, section 29.162-1, printed in the margin.? He 


incurred by such husband under such decree or 
under a written instrument incident to such divorce 
or separation shall be includible in the gross income 
of such wife, and such amounts received as are 
attributable to property so transferred shall not 
be includible in the gross income of such hus- 
baad. * * * 


3Regulations 111. 

Sec. 29.162-1. Income of Estates and Trusts.— 
In ascertaining the tax liability of the estate of a 
deceased person or of a trust, there are deductible 
from the gross income, subject to exceptions, the 
same deductions which are allowed to individual 
taxpayers. See generally section 23, and the provi- 
sions thereof governing the right of deduction for 
depreciation and depletion in the case of property 
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says that under the Maresi case the commuted value 
of the future payments to Homer Laughlin’s di- 
vorced wife was deductible as an indebtedness of 
the estate. ‘‘Ordinarily’’ continues respondent, ‘‘the 
payment of a debt of a decedent does not furnish 
a foundation for an income tax deduction.”’ At 
this point it may be remarked that although the 
estate of Homer Laughlin claimed as a deduction 
on the estate tax return the commuted value of the 
payments to be made to Ada Edwards Laughlin 
based on her life expectancy of 16 years, $152,480, 
the Commissioner disallowed such deduction. The 
stipulated facts with reference to the course of that 
claimed deduction are given above. Petitioner does 
not claim, however, that the Commissioner is 
estopped from making his present contention be- 
cause of any disallowance which he may have made 
of the claimed deduction for estate tax purposes. 
It seems plain there is no estoppel. Petitioner con- 
cedes that ordinarily the payment of a debt of a 


held in trust. Amounts allowable under section 
812(b) as a deduction in computing the net estate 
of a decedent are not allowed as a deduction under 
section 23, except subsection (w), in computing 
the net income of the estate unless there is filed in 
duplicate with the return in which the item is 
claimed as a deduction a statement to the effect that 
the items have not been claimed or allowed as de- 
ductions from the gross estate of the decedent under 
section 812(b) and a waiver of any and all right 
to have such item allowed at any time as a deduc- 
tion under section 812(b). For items not deductible, 
see section 24. Against the net income of the estate 
or trust there are allowable certain credits, for 
which see sections 25 and 163. 
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decedent by his estate does not furnish a foundation 
for an income tax deduction. Petitioner claims, 
however, that the estate of Homer Laughlin is en- 
titled to deduct the $9,600 in question because of 
certain definite statutory provisions to which we 
shall presently refer. Petitioner’s argument on this 
phase of the issue is somewhat involved but we 
think we state it with substantial accuracy as 
follows: 

Section 162, I.R.C. is applicable to the estates 
of decedents. Section 162(b) provides that there 
shall be allowed as a deduction in computing the 
net income of the estate the amount of the income 
for the taxable year which is to be distributed cur- 
rently by the fiduciary to the legatee, heirs or bene- 
ficiaries, but the amount so allowed as a deduction 
shall be included in computing the net income of 
the legatees, heirs or beneficiaries whether [96] 
distributed to them or not. Section 171(b) of the 
Internal Revenue Code? provides that ‘‘for the pur- 
poses of computing the net income of the estate or 


4Sec. 171. Income of an Estate or Trust in Case 
of Divorce, ete. [Added by § 120, 1942 Act.] 


(b) Wife Considered a Beneficiary.—For the 
purposes of computing the net income of the estate 
or trust and the net income of the wife described mn 
section 22(k) or subsection (a) of this section, such 
wife shall be considered as the beneficiary specified 
in this supplement. A periodic payment under sec- 
tion 22(k) to any part of which the provisions of 
this supplement are applicable shall be included in 
the gross income of the beneficiary in the taxable 
year in which under this supplement such part is 
required to be included. 
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trust and the net income of the wife described in 
section 22(k) or subsection (a) of this section, such 
wife shall be considered as the beneficiary specified 
in this supplement.’’ Under section 22(k) a ‘‘ wife” 
is an ex-wife ‘‘divoreed * * * from her husband”’ 
who is receiving periodic payments ‘‘in discharge 
of * * * a legal obligation which * * * is imposed 
upon or incurred by such husband under such de- 
eree or under a written instrument incident to such 
divorce * * *.’”’ Ada Edwards Laughlin is therefore 
a ‘‘wife’’ described in section 22(k). Being such 
a wife she is the ‘“‘beneficiary’’ specified in section 
171(b) and as such the periodic payments to her 
are ineludible in her income and these payments are 
deductible by the estate under section 162(b). Such 
is petitioner’s argument. 


Although respondent does not argue the meaning 
of section 171(b) in his brief, the Treasury Regula- 
tions are apparently in conflict with what the peti- 
tioner contends. Regulations 111, section 29.23(1)-1 
provides in part: [97] 


The deduction under section 23(1) is allowed 
only to the obligor spouse. It is not allowed to 
an estate, trust, corporation, or any other 
person who may pay the alimony obligation of 
such Obleon spouse. ~ * * 


The legislative history of section 171(b) does not 
disclose that it was enacted to accomplish the pur- 
pose claimed by petitioner. In the Senate Finance 
Committee Report which accompanied the Revenue 
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Bill of 1942 it is said, among other thines, with 
reference to section 171 included in that bill: 


—~ Mor ime purpose of clarity, this sec 
tion provides that the wife entitled to receive 
the payment is considered as the beneficiary of 
the trust. If these provisions of section 171(b) 
apply to any part of a periodic payment re- 
quired under section 22(k) to be included m 
income of the beneficiary, the whole of such 
periodic payment shall be included in gross 
income of the beneficiary in the taxable year 
in which under the above provisions of section 
171(b) such part is required to be included in 
her income. It is contemplated under these 
provisions that the trust or estate will be en- 
titled to a deduction in computing its net im- 
come for amounts required to be included in 
the wife’s income under section 22(k) or sec- 
tion 171 to the extent that such amounts are 


paid, credited, or to be distributed out of in- 
come of the estate or trust for its taxable year. 


[Emphasis supplied. | 


By a reference to the facts which we have given 
under this issue 2, it will be seen that the $800 
monthly which Homer Laughlin was to pay his 
divorced wife for her support and maintenance was 
to be paid in all events. If he had sufficient income 
with which to pay it, well and good. If on the 
contrary in any particular year he had no net in- 
come, the $800 per month nevertheless had to be 
paid. Under these circumstances when Homer 
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Laughlin died and his estate had to continue to 
make the payments we do not think that it can be 
said that his divorced wife, Ada, was an income 
beneficiary of his estate to whom $800 per month 
was currently distributable under section 162(b). 

We think a reading of section 162(b) will dis- 
close that petitioner’s construction of the meaning 
of 171(b) is not correct. Section 162(b), I.R.C., 
as amended by the Revenue Act of 1942, reads as 
follows: 


(b) There shall be allowed as an additional 
deduction in computing the net income of the 
estate or trust the amount of the income of the 
estate or trust for its taxable year which is to 
be distributed currently by the fiduciary to the 
legatees, heirs, or beneficiaries, but the amount 
so allowed as a deduction shall be included in 
computing the net income of the legatees, heirs, 
or beneficiaries whether distributed to them or 
not. As used in this subsection ‘‘income which 
is to be distributed currently’’ includes income 
for the taxable year of the estate or trust 
which, within the taxable year, becomes pay- 
able to the legatee, heir, or beneficiary. Any 
amount allowed as a deduction under this para- 
graph shall not be allowed as a deduction under 
subsection (c) of this section in the same or 
any succeeding taxable vear; 


As we have already indicated, if decedent’s di- 
vorced wife Ada had been one to whom income was 
eurrently distributable by the estate, then it is 
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reasonable to believe that she would be a ‘‘benefi- 
’’ of the estate as provided by section 171(b), 
upon which petitioner relies. However, there was 


clary 


no condition in the divoree settlement that the 
£9,600 annually was to be paid to her out of in- 
come. Therefore, it seems to us that section 171(b) 
is not applicable to a situation such as we have 
here. When decedent died his estate was entitled 
to deduct for estate tax purposes, as indebtedness 
owing to Ada Edwards Laughlin the commuted 
value of the payments to be made to her for life. 
Cf. Pomeo M. Maresi, supra. Petitioner, the estate 
of Homer Laughlin, deceased, is not entitled by vir- 
tue of section 171(b), I.R.C. carried in the Revenue 
Act of 1942 to deduct from its net income the $9,600 
paid in the taxable year to Ada Edwards Laughlin. 
On this issue the respondent is sustained. 


Reviewed by the Court. 
Decision will be entered under Rule 50. 


Disney, J., concurs only in the result. 
[Seal] [99] 


Opper, J., concurring: 

The conclusion reached here seems to me entirely 
sound, but I am doubtful whether the first point is 
properly founded on Blair v. Commissioner, 300 
U.S. 5. The scope of that opinion has been radi- 
cally narrowed by Harrison v. Schaffner, 312 U. S. 
979. Those two cases, as well as such decisions as 
Helvering v. Horst, 311 U. 8. 112, deal with the 
vexatious and intricate question of the validity for 
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tax purposes of anticipatory and gratuitous trans- 
fers of future income. If decedent’s assignment of 
the prospective rents without a convevance of the 
property which produced them had been a gift, I 
think we should have had to deal with the question 
left open in Harrison vy. Schaffner, since decedent 
concededly failed to part with the income for the 
full term of his estate, as in the Blair case. In the 
Schaffner case the Supreme Court said: 


* * * Even though the gift of income be in 
form accomplished by the temporarv disposi- 
tion of the donor’s property which produces the 
income, the donor retaining every other sub- 
stantial interest in it, we have not allowed the 
form to obscure the reality. * * * 


And as we pointed out in Herbert R. Graf, 45 
B.T.A. 386: 


* * * The Court said in the last patagraph 
of the Schaffner opinion that future decisions 
will have to determine precisely where the line 
shall be drawn between gifts of income-pro- 
ducing property and gifts of income from 
property of which the donor remains the 
owner ae Ge 8 


When, however, we come to deal with transfers 
for a valuable consideration as in this case and in 
Herbert R. Graf, supra, a different situation arises. 
It is then ‘‘unnecessary to determine just exactly 
how many incidents of ownership * * * were ac- 
quired * * * since the taxing acts are not so much 
concerned with the refinements of title as with the 
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actual command over the income which is taxed and 
the actual benefit for which the tax is paid.’’ Her- 
bart le Graf, supta. [100] 

A more satisfactory ground for the decision in 
the present proceeding would seem to me, by view- 
ing the transaction as a whole, to recognize that the 
decedent had acquired a wasting asset for which 
he and his estate were entitled to take deductions 
for depreciation. In such a situation the payments 
received and the deductions allowed, being both for 
the life of the annuitant, would offset each other. 
rl Hdward Wolf, 7 T..C. 717. And even though 
the petitioner estate happens to have been permit- 
ted a deduction based upon the annuitant’s claim, 
any basis thereby acquired for the estate is shown 
nere to have been exhausted. The facts show that 
the amount allowed as a deduction for the annui- 
tant’s claim was $9,194.05. Making the reasonable 
assumption that the estate has paid the required 
$1,200 each year for the nine years following de- 
cedent’s death, the total paid to the end of the year 
1941 was $10,800. Any benefit conferred upon the 
estate by the permitted deduction had thus been 
used up before the beginning of the present tax 
year, with the consequence that the process of ex- 
haustion is continuing bevond the period for which 
any claim has been allowed. If the proposed defi- 
clency were disapproved on that ground, the depre- 
ciation being exactly equal to the proposed addition 
to income, H. Edward Wolff, supra, there would 
have been no necessity for mentioning the comph- 
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cated question lurking in the Court’s disposition 
of the first sisue. 


Murdock and Kern, JJ., agree with the above. 
[Seal] [101] 


[Title of Tax Court and Cause. | 


RESPONDENT’S COMPUTATION FOR 
ENTRY OF DECISION 


‘he attached proposed computation is submitted, 
on behalf of the respondent, to The Tax Court of 
the United States, in comphance with its opimion 
determining the issues in this proceeding. 

This computation is submitted in accordance with 
the opiion of the Court, without prejudice to the 
respondent’s right to contest the correctness of the 
decision entered herein by the Court, pursuant to 
the statutes in such cases made and provided. 


J. P. WENCERE 
Chief Counsel, 
Bureau of Internal Revenue. 


Of Counsel : 


B. ae BET, 
Division Counsel. 


Ei. C. CROUTER, 
HK. A. TONJES, 
Special Attorneys, 


Bureau of Internal Revenue. 


EAT /fte 2/5/47. [102] 
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RECOMPUTATION STATEMENT 
Feb. 3, 1947 


In re: Estate of Homer Laughlin, Deceased 
o 5) 


Mr. Beach D. Lyon, Administrator 
315 South Broadway 


Los Angeles 138, California 


Docket No. 5891 


Income Tax Liability 
Year Tax Liability Tax Assessed Deficiency 
Leer $35,967.38 $29,819.49 $7,747.89 
The following recomputation has been made under 
Rule 50 pursuant to the findings of The Tax Court 
of the United States, promulgated January 16, 
1947. 


1942 Net Income 


Net income per statutory notice dated 6/6/44............ $67,203.18 
As adjusted in accordance with Tax Court decision 66,003.18 


POMC TCMCS (CECHCASC ) icon ckeen cee. cceecesecneesceee-cneeeceeceeeeece $ 1,200.00 


Explanation of Adjustment 
The Tax Court holds that the $1,200.00, rent from 
the Laughlin Building which was paid to Kia West 
in accordance with written agreement between 
Homer Laughlin and Ella West, should be excluded 
from the income of petitioner. 
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Computation of Tax 


Medptsted, Wet jr@Gnie! 2... -. ccc $66,003.18 
Less: Pepesetial ememgppiwon -............-.c.2--cecceceeeccnceaee-venee 500.00 
Normel tax and "sure@x met imcome............................ $65,503.18 
Nominal tax #646 om $69,003. 16... ees $ 3,930.19 
OMIT UMM OM TO MELO oo... cc. cceec cee sereeeee ee 33,637.19 
Total cera... sence $37,067.38 
Assessed, account number 37359 _.2.ccccoc.e-e-ae--- eee 29,819.49 
DP hf EE petty. $ 7,747.89 
HCLynn/be 

1/28/47 


[Endorsed]: Received and filed Feb. 17, 1947. 
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The Tax Court of the United States 
Washington 


Docket No. 5891. 


ESTATE OF HOMER LAUGHLIN, Deceased, 
BEACH D. LYON, Administrator with the 
will annexed, 

Petitioner, 


Ms. 


COMMISSIONER Of INTERNAL REVENUE, 
Respondent. 


DECISION 


Pursuant to the determination of the Court as 
set forth in its Opinion promulgated January 16, 
1947, the respondent herein filed a proposed recom- 
putation on February 17, 1947, which was not con- 
tested by the petitioner when called for hearing 
March 26, 1947, now therefore, it is 


Ordered and Decided: That there is a deficiency 
in income tax for the calendar year 1942 in the 
amount of $7,747.89. 


[Seal] /s/ EUGENE BLACK, 
Judge. 

Enter: 

Entered Mar. 26, 1947. [104] 


120 Estate of Homer Laughhn, vs. 


In the United States Circuit Court of Appeals for 
the Ninth Circuit 


Tax Court Docket No. 5891. 


ESTATE OF HOMER LAUGHLIN, Deceased, 
BEACH PD. LYON, Administrator with will 
annexed, 

Petitioner on Review, 


Vs. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent on Review. 


PETITION FOR REVIEW AND ASSIGN- 
MENTS OF ERROR 


To the Honorable Judges of the United States 
Circuit Court of Appeals for the Ninth Ciremt: 


Now comes the Estate of Homer Laughlin, 
Deceased, Beach D. Lyon, Administrator with the 
will annexed, by its attorneys Joseph D. Brady and 
Walter L. Nossaman, and respectfully shows: 


I. 
Jurisdiction 


‘That the petitioner on review (hereinafter some- 
times referred to as the petitioner) is a probate 
estate in course of administration in the Superior 
Court of the State of Cahfornia, m and for the 
County of Los Angeles, being Probate Cause No. 
132875 therein, and Beach D. Lyon is the duly ap- 
pointed, qualified and acting administrator with 
‘will annexed of said estate; the respondent or re- 
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view is the duly [105] appointed, qualified and 
acting Commissioner of Internal Revenue; the fed- 
eral income tax return of the Estate of Homer 
Laughlin, deceased, for the taxable year 1942 was 
filed with the Collector of Internal Revenue for 
the Sixth District of California, located at Los An- 
geles, which collection district is within the juris- 
diction of the Cireuit Court of Appeals for the 
Ninth Cireuit, wherein this review is sought. This 
petition for review is filed pursuant to the pro- 
visions of Sections 1141 and 1142 of the Internal 
Revenue Code. 


tly 
Prior Proceedings 


On June 6, 1944, respondent advised petitioner 
that the detcrmination of its income tax habilitv 
for the taxable vear 1942 disclosed a deficiency in 
tax in the sum of $7,977.09. Thereafter on August 
28, 1944, petitioner filed a petition with The ‘ax 
Court of the United States for a redetermination 
of the proposed deficiency. Respondent, thereafter 
in due course, filed his answer to the petition and 
the case was heard before the Tax Court on June 
10, 1946, at Los Angeles, California. On January 
16, 1947, the Tax Court promulgated its opinicn 
and on March 26, 1947, it rendered its decision 
ordering and deciding that there is a deficiency in 
payment of the income tax of the Estate of Homer 
Laughlin, deceased, for the taxable year 1942 in 
the amount of $7,747.89. [106] 


1p Estate of Homer Laughtlin, vs. 
aT. 
Nature of Controversy 


The decedent, Homer Laughlin, who died De- 
cember 27, 1932, had on April 1, 1924, entered into 
a property settlement agreement with his wife, Ada 
Edwards Laughlin, under the terms of which the 
decedent was required to pay to his wife $800 per 
month during her life for her support and mainte- 
nance, the stipulated payments being expressly 
made the obligation of Homer Laughlin’s estate if 
he should predecease Ada Edwards Laughlin. The 
preperty settlement agreement was approved and 
confirmed by interlocutory and final decrees there- 
after made on September 24, 1924, and September 
29, 1925, respectively, in a divorce suit brought by 
Ada Edwards Laughlin against Homer Laughlin. 

In the taxable year 1942. petitioner paid Ada 
Edwards Laughlin $9600 in accordance with the 
property settlement agreement and court decrees 
above mentioned. Petitioner contends that the $9600 
so paid by it to Ada Edwards Laughlin was deduct- 
ible from its income for the year 1942. The right to 
this deduction was denied by the Tax Court. 


ry. 
Assignments of Error 


The petitioner being aggrieved by the opinion and 
decision of The Tax Court of the United States in 
this proceeding, hereby petitions for a review of 
said opinion and [107] decision and for the correc- 
tion of the errors which, as petitioner believes and 
alleges, occurred therein to the prejudice of peti- 
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tioner. The errors relied upon by the petitioner as 
the basis for this petition for review are as follows: 


The Tax Court of the United States erred: 


1. In holding and deciding that the sum of 
$9600 paid by the petitioner to Ada Edwards 
Laughlin during the taxable vear 1942 was not 
deductible for federal income tax purposes 
from the income of the petitioner for that vear. 


2. In holding and deciding that there was 
anv deficiency in any sum whatever in the pav- 
ment of the petitioner's federal income tax for 
the taxable vear 1942. 


3. In rendering an opinion and decision 
which, in the respects above enumerated, are 
contrary to the law and the regulations, and 
not supported by the evidence in the case. 


Wherefore, petitioner prays that the findings of 
fact and opinion and decision of The Tax Court of 
the United States be reviewed by the Circuit Court 
of Appeals for the Ninth Circuit; that a transcript 
of the record be prepared in acordancce with the 
law and the rules of said Court and be transmitted 
to the Clerk of said Court for filing, and that appro- 
priate action be taken to the end that the errors 
herein complained of may be reviewed and cor- 
rected by said Court. 

/s/ JOSEPH D. BRADY, 
/s/ WALTER L. NOSSAMAN, 
Counsel for Petitioner on 
Review. 


[Endorsed]: Filed T.C.U.S., June 10, 1947. 
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[Title of Circuit Court of Appeals and Cause. ] 


NOTICE OF FILING PETITION 
FOR REVIEW 


To the Honorable Joseph D. Nunan, Jr., 


Commissioner of Internal Revenue. 


You are hereby notified that the Estate of Homer 
Laughlin, deceased, Beach D. Lyon, Administrator, 
with will annexed, did, on the 20th day of June, 
1947, file with the Clerk of The Tax Court of the 
United States, at Washington, D.C., a petition for 
review by the United States Circuit Court of Ap- 
peals for the Ninth Circuit, of the decision of the 
Tax Court heretofore rendered in the above-entitled 
cause. A copy of the petition for review and the 
assignments of error filed therewith is hereto at- 


tached and served upon you. 
Dated this 20th day of June, 1947. 
/s/ JOSEPH D. BRADY, 


/s/ WALTER L. NOSSAMAN, 
Counsel for Petitioner on 


Review. 


Service of the foregoing notice, together with a 


copy of the petition for review and assignments of 
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error mentioned therein is acknowledged this 20th 
day of June, 1947. 
JOSEPH D. NUNAN, JR., 
Commissioner of Internal 
Revenue, 
Respondent on Review. 


By J. P. WENCHEL, CAR 
Counsel. 


[Endorsed]: Filed T.C.U.S. June 20, 1947. [110] 


[Title of Cireuit Court of Appeals and Cause. ] 


STATEMENT OF POINTS ON WHICH PETI- 
TIONER ON REVIEW INTENDS TO RELY 


To Commissioner of Internal Revenue and to J. P. 
Wenchel, Chief Counsel, Bureau of Internal 
Revenue, and EH. A. Tonjes, Esq.: 


Please take notice that the Estate of Homer 
Laughlin, deceased, Beach D. Lyon, Administrator 
with will annexed, petitioner on review in the above- 
entitled cause, intends to rely on the review on the 
following points: 


That the Tax Court of the United States erred: 


1. In holding and deciding that the sum of 
$9600 paid by the petitioner to Ada Edwards 
Laughlin during the taxable year 1942 was not de- 
ductible for federal income tax purposes from the 
income of the petitioner for that vear. 
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2. In holding and deciding that there was any 
deficiency in any sum whatever in the payment of 
the petitioner’s federal income tax for the taxable 
year 1942. 


38. In rendering an opinion and decision [111] 
which, in the respects above enumerated, are con- 
trarv to the law and the regulations, and not sup- 
ported by the evidence in the case. 


/s/ JOSEPH D. BRADY, 


/s/ WALTER L. NOSSAMAN, 

Attorneys for Petitioner on 
Review. 
Service of the foregoing is hereby acknowledged 
this 20th day of June, 1947. 
COMMISSIONER OF INTER- 
NAL REVENUE, 
Respondent on Review. 


[Endorsed]: Filed T.C.U.S. June 20, 1947. [112] 
By J. P. WENCHEL, CAR, 


aed 
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Com. of Internal Revenue 


[Title of Cireuit Court of Appeals and Cause. ] 


DESIGNATION OF THE PORTIONS OF THI 
RECORD, PROCEEDINGS AND EVI- 
DENCE TO BE CONTAINED IN THE 
RECORD ON REVIEW 


To the Clerk of the United States Circuit Court 
of Appeals for the Ninth Cireuit: 


Please take notice that the Estate of Homer 
Laughlin, deceased, Beach D. Lyon, Administrator 
with will annexed, petitioner on review, hereby 
designates the entire record in the above-entitled 
proceeding which the petitioner on review thinks 
necessar'v for the consideration of the United States 
Circuit Court of Appeals for the Ninth Cireuit on 
review of the decision of the Tax Court of the United 
States in said proceeding entered on March 26, 1947. 
Said record consists of the following documents and 
records: 


1. Docket entries of the proceeding. 


2. Pleadings: 

(a) Petition, including annexed Exhibit A 
(copy of deficiency [113] notice with state- 
ment attached); also Exhibits B and C. 

(b) Answer. 


3. Opinion. 


4. Commissioner’s Rule 50 Computation filed 
February 17, 1947. 
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In testimony whereof, I hereunto set my hand and 
affix the seal of The Tax Court of the United States, 
at Washington. in the District of Columbia, this 3rd 
dav of July, 1947. 


[Seal] /s/ VICTOR 8. MERSCH, EMT 
Clerk, The Tax Court of the 
United States. 

[Endorsed]: No. 11686. United States Cireuit 
Court of Appeals for the Ninth Circuit. Estate of 
Homer Laughlin, Deceased, Beach D. Lyon, Ad- 
ministrator with the will annexed, Petitioner, vs. 
Commissioner of Internal Revenue, Respondent. 
Transcript of the Record. Upon Petition to Review 
a Decision of The Tax Court of the United States. 


Filed July 14, 1947. 
/s/ PAUL P. O'BRiE 


Clerk of the United States Circuit Court of Appeals 
for the Ninth Circuit. 


